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NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES

The accounting policies of the State of Utah conformin al materia
respects with generally accepted accounting principles (GAAP) as
prescribed by the Governmental Accounting Standards Board. As
discussed in Note 2, the State implemented significant new financial
reporting standards for the fiscal year ended June 30, 2002, which
affect the comparability with reports issued in prior years.
Preparation of the financial statements in conformity with GAAP
requires management to make estimates and assumptions that affect
the reported amounts and disclosures in the financial statements.
Actuad results could differ from those estimates.

A. Reporting Entity

For financia reporting purposes, the State of Utah reporting
entity includes the “primary government” and its “component
units.” The primary government includes al funds, agencies,
boards, commissions, and authorities that are considered an integral
part of the State’s activities. The State’'s component units are legally
separate organizations for which the State's elected officials are
financially accountable.

The Governmental Accounting Standards Board (GASB) has set
forth criteria to be considered in determining financia
accountability. These criteriainclude appointing a voting majority
of an organization's governing body and either: 1) the ability of the
State to impose its will on that organization or; 2) the potential for
the organization to provide specific financial benefits to, or impose
specific financial burdens on the State. Where the State does not
appoint a voting majority of an organization’s governing body,
GASB standards require inclusion in the reporting entity if an
organization isfiscally dependent on the State or the relationship is
such that it would be misleading to excludeit.

Except where noted below, the State's component units issue their
own separate audited financia statements as specid-purpose
governments engaged only in business-type activities. Thesefinancia
statements can be obtained from their respective administrative
offices or from the Utah State Auditor’s Office, 211 State Capitol,
Salt Lake City, UT 84114.

Entities such as the local school districts and local authorities of
various kinds that may only partially meet the criteriafor inclusion
in this report have not been included. (The State’s support of the
public education system is reported in the Uniform School Fund, a
special revenue fund.)

Blended Component Units

Blended component units are entities which are legally separate
from the State but which are so intertwined with the State that they
are, in substance, the same asthe State. They are reported as part of
the primary government and blended into the appropriate funds.

Utah State Building Ownership Authority (blended with the primary
government’s debt service and capita projects funds) — The Authority
was cregted by the Legidature as a body politic and corporate for the
purpose of financing, owning, leasing and operating facilitiesto meet the
needs of state government. It iscomprised of seven voting memberswho
are appointed by the Governor, and the State Budget Officer or designee.
Separatefinancid satementsare not required or issued for the Authority.
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Discrete Component Units

Discretely presented component units are reported in a separate
column and rows in each of the government-wide statements to
emphasize that they are legally separate from the State. These
component units are included in the reporting entity because under
the criteria established by GASB, the State has the ability to impose
its will on these organizations. The Governor appoints at least a
majority of the governing board members of each of the State's
component units, subject in most cases to approval by the Senate.
The Governor-appointed board members can be replaced at will,
except for colleges, universities, and the Comprehensive Health
Insurance Pool, which are included as component units due to the
level of oversight provided by the State.

The State's mgjor discrete component units are:

e  Utah Housing Corporation — The Corporation issues bonds to
provide capita for housing and home mortgages, especialy for
low and moderate income families. Operations are financed
from bond proceeds and from mortgage and investment interest
and fees.

e University of Utah and Utah State University — These
universities are funded through state appropriations, tuition,
federal grants, and private donations and grants. In addition to
instruction, these universities provide research and other
services. The operations of the University of Utah also include
its hospital and clinics.

The State's nonmajor discrete component units are:

e  Comprehensive Hedth Insurance Pool — The Pool is a
nonprofit quasi-governmental entity established within the
State Insurance Department. It provides access to hedth
insurance coverage for residents of the State who are
considered uninsurable.

e Heber Valley Historic Railroad Authority — The Authority is
an independent state agency which maintains and operates a
scenic and historic railroad in and around the Heber Valley.
The Authority has a separate compilation report, but separate
audited financial statements are not required or issued for it.

e Utah State Fair Corporation — This is a nonprofit public
corporation that operates the State Fair Park and conducts the
Utah State Fair and other various expositions and
entertainment events. It receives state appropriations for
operations and working capital.

e Utah Science Center Authority — The Authority is an
independent state agency created to provide a means to foster
the development of science, arts, tourism, and cultural and
educational facilities. Separate audited financial statements are
not required or issued for the Authority.

e Utah Technology Finance Corporation — This is an
independent corporation which encouraged and assisted in the
growth of technological and small businesses throughout the
State. The Corporation’s enabling legidation has been repeaded
and the Corporation is currently being liquidated. During the
year ended June 30, 2002, the Corporation transferred its non-
State programs to an unrelated non-profit corporation and
returned to the State a portion of the State's equity in the
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Corporation. The Corporation will transfer any remaining
liquidation proceeds to the State before the Corporation’sfinal
dissolution on June 30, 2003.

e  Colleges and Universities— Weber State University, Southern
Utah University, Salt Lake Community College, Utah Valley
State College, Dixie State College of Utah, College of Eastern
Utah, Snow College, and the College of Applied Technology.
Separate audited financial statements are not required or issued
for the College of Applied Technology; however, its
significant branch campuses each issue separate audited
financial statements.

Fiduciary Component Units

Utah Retirement Systems (pension trust funds) — Utah Retirement
Systems administers pension funds for various public employee
retirement systems and plans of the State and its political
subdivisions. Utah Retirement Systems is an independent state
agency subject to legidative and executive department budgetary
examination and comment. A seven-member board is established by
statute to administer the systems and plans, and to serve as
investment trustees of the funds. Six members are appointed by the
Governor with the advice and consent of the Senate, while the State
Treasurer serves as the seventh member. Because of the State's
trustee responsibilities for these systems and plans, GAAP requires
them to be reported as pension trust funds of the primary
government rather than discrete component units. In accordance
with GAAP, fiduciary funds and component unitsthat are fiduciary
in nature are excluded from the government-wide financia
Statements.

Related Organization (Excluded from Financial Statements)

Workers Compensation Fund — This fund is a nonprofit quasi-
governmental corporation that provides workers compensation
insurance to private and public employers. The Governor appoints
the Fund’s board of directors, but the Stat€'s financial accountability
for the Fund does not extend beyond making the appointments.

B. Government-wide and Fund Financial Statements
Government-wide Financial Statements

The Statement of Net Assets and Statement of Activities report
information on all nonfiduciary activities of the primary government
and its component units. Primary government activities are
distinguished between governmental and business-type activities.
Governmental activities generaly are financed through taxes,
intergovernmental revenues, and other non-exchange revenues.
Business-type activities are financed in whole or in part by fees
charged to external partiesfor goods or services.

The Statement of Net Assets presents the reporting entities' non-
fiduciary assets and liabilities, with the difference reported as net
assets. Net assets are restricted when constraints placed upon them
are either externaly imposed or are imposed by constitutional
provisions or enabling legislation.

The Statement of Activities demonstrates the degree to which the
direct expenses of agiven function or segment are offset by program
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revenues. Direct expenses are those that are clearly identifiable
within a specific function. The State does not allocate general
government (indirect) expenses to other functions. Program
revenues include: 1) charges to customers or applicants who
purchase, use, or directly benefit from goods, services, or privileges
provided by a given function; and 2) grants and contributions that
are restricted to meeting the operational or capital requirements of
a particular function. Taxes and other revenues not meeting the
definition of program revenues are reported as general revenues.

Fund Financial Statements

Separate financial statements are provided for governmental funds,
proprietary funds, and fiduciary funds, even though the latter are
excluded from the government-wide statements. For governmental
and proprietary funds financia statements, the emphasisis on major
individual governmental and enterprise funds, with each displayed
in a separate column. All remaining governmental and enterprise
funds are aggregated and reported as nonmgjor funds. Internal
service funds are a so aggregated and reported in a separate column
on the proprietary funds financia statements.

C. Measurement Focus, Basis of Accounting, and Financial
Statement Presentation

Gover nment-wide Financial Statements

The government-wide financial statements are prepared using the
economic resources measurement focus and the accrual basis of
accounting. Revenues are recorded when earned and expenses are
recorded when the related liability is incurred, regardless of the
timing of the cash flows. Nonexchange transactions, in which the
State receives value without directly giving equa valuein exchange,
include taxes, grants, and donations. Tax revenue is recognized in
the fiscal year in which the related sales, wages, or activity being
taxed occurred. Revenue from grants and donationsis recognized in
the fiscal year in which al eligibility requirements have been met.

Governmental Fund Financial Statements

The governmental fund financia statements are reported using the
current financial resources measurement focus and the modified
accrua basis of accounting. Revenues are recognized as soon as
they are both measurable and available. Revenues are considered to
be available when they are collected within the current period or
expected to be collected soon enough thereafter to pay liabilities of
the current period. For this purpose, the State generally considers
tax and other revenuesto be available if the revenues are collected
within 45 days after yearend. An exception to this policy is federal
grant revenues, which are considered to be availableif collection is
expected within 12 months after yearend.

Expenditures are generally recorded when the related liability is
incurred, as under the accrua basis of accounting. However,
expenditures for principal and interest on long-term debt are
recorded when due or when amounts have been accumulated in the
debt service fund for payments of interest to be made early in the
following year. Also, expenditures and related liabilities for
compensated absences, postemployment benefits, and claims and
judgments are recorded only to the extent they have matured (come
due for payment).
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Major Governmental Funds — The State reports the following
major governmental funds:

e General Fund. Thisfund isthe principa operating fund of the
State. It accounts for all financial resources of the genera
government, except those required to be accounted for in
another fund.

e Uniform School Fund. This specia revenue fund accounts
mainly for revenues and expenditures that support public
elementary and secondary schoolsin the State.

e  Transportation Fund. This specia revenue fund accounts for
revenues and expenditures associated with highway
construction and maintenance.

e Centennial Highway Fund. This specia revenue fund was
created by the Legislature to account for specific highway
projects.

e  Trust LandsFund. Thisisapermanent fund that accounts for
land grants and the sale of such lands received from the federa
Enabling Act. The principal in the fund is perpetual, with the
earnings used mainly to support public education.

Nonmajor Governmental Funds — The State’'s nonmajor
governmental funds include other specia revenue funds, capita
projects funds, and debt service funds. The nonmajor specia
revenue funds account for specific revenue sources that are legally
restricted to expenditures for specific purposes. Examples include
tobacco settlement monies, environmental activities, crime victim
reparations and rural development programs. The capital projects
funds account for the resources used for the acquisition,
construction, or improvement of capital facilities other than those
financed by proprietary funds. The debt service funds account for
resources used for the payment of interest and principa on general
long-term debt obligations.

Proprietary Fund Financial Statements

Thefinancia statements of the proprietary funds are reported using
the economic resources measurement focus and the accrual basis of
accounting, similar to the government-wide financia statements
described above. Proprietary funds include both enterprise and
internal service fund types. Enterprise funds report the activities for
which fees are charged to externa users for goods or services.
Internal service funds account for goods and services provided
primarily to other agencies or funds of the State, rather than to the
general public.

The proprietary funds follow al GASB pronouncements and all
Financia Accounting Standards Board (FASB) pronouncements
issued on or before November 30, 1989, except those that conflict
with a GASB pronouncement. In addition, as allowed by GASB
standards, the following enterprise funds have elected to apply all
applicable FASB pronouncements issued after November 30, 1989,
that do not conflict with GASB standards. Student Assistance
Programs (major enterprise fund) and Utah Dairy Commission
(nonmajor enterprise fund).

Proprietary funds distinguish operating revenues and expenses from
nonoperating items. Operating revenues and expenses generally
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result from providing services and producing and delivering goods
in connection with a proprietary fund's principa ongoing
operations. Revenues and expenses not meeting this definition, such
as subsidies and investment earnings, are reported as nonoperating.

Major Enterprise Funds— The State reports the following major
enterprise fundsin its proprietary fund statements:

e  Student Assistance Programs. These programs make loans to,
and purchase loans of, qualified students attending €eligible
higher education ingtitutions. The programs aso guarantee the
repayment of student loans made by participating lenders to
digible students.

e Unemployment Compensation Fund. This fund pays claims
for unemployment to eligible recipients.

e Water Loan Programs. This fund provides loans to loca
governments, water districts, and other entitiesfor the purpose
of upgrading water storage facilities and other related
structures.

Nonmajor Enterprise Funds — The State’' s nonmajor enterprise
fundsinclude loan programs for communities, low-income housing,
agricultural and other purposes; Alcoholic Beverage Control (state
liquor stores); and correctional industries.

Internal Service Funds — The State also reports the internal
service fund type in the proprietary funds statements. The activities
accounted for in interna service funds include employee health
insurance, information technology, fleet operations, risk
management, copy and mail services, debt collection, and property
management. In the government-wide financial statements, internal
service funds are included with governmental activities.

Fiduciary Fund Financial Statements

The fiduciary funds account for assets held by the State in atrustee
capacity or as an agent for other individuals or organizations. The
fiduciary fund financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting.
The following fiduciary fund types are reported:

Pension Trust Funds — These funds account for the transactions,
assets, liabilities, and fund equity of the retirement systems and
plans administered by Utah Retirement Systems.

Investment Trust Fund — This fund is used to account for the
investments related to externa participants in the Utah State Public
Treasurer’s Investment Fund.

Private Purpose Trust Funds — These funds report resources of
all other trust arrangements in which principal and income benefit
individuals, private organizations or other governments. Examples
include the Utah Navajo Nation Trust, Unclaimed Property Trust,
Employers’ Reinsurance Trust, Petroleum Storage Tank Trust, and
the Utah Education Savings Plan Trust.

Agency Funds — These funds account for assets held by the State
as an agent for other governmenta units, other organizations, or
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individuals, such as fines, forfeitures, tax collections, and
withholding taxes for employees.

Component Unit Financial Statements

The combining component unit financial statements are presented
in order to provide information on each of the magjor component
units included in the component unit’s column of the government-
wide statements. The component unit financia statements are
reported using the economic resources measurement focus and the
accrual basis of accounting. The information is presented in order
to be consistent with the government-wide statements, and is less
detailed than the presentation in each component unit’s separately
issued financid statements. The component units follow all GASB
pronouncements, and all FASB pronouncements issued on or before
November 30, 1989, except those that conflict with a GASB
pronouncement.

D. Fiscal Year Ends

All funds and discretely presented component units are reported
using fiscal years which end on June 30, except the pension trust
funds (fiduciary funds) and the Utah Dairy Commission (a
nonmgor enterprise fund), which have fiscal years ending
December 31.

E. Assets, Liabilities, and Net Assets/Fund Balances
Cash and Cash Equivalents and Investments

Cash and investment management in the State is administered by the
State Treasurer in accordance with the Money Management Act,
Section 51-7 of the Utah Code. The Act specifies the investments
that may be made, which are only high-grade securities and,
therefore, thereis very little credit risk except in the most unusua
and unforeseen circumstances. The investmentsinclude varigble rate
corporate notes and obligations of U.S. government agencies which
base their rates on standard quoted money market indexes that have
adirect correlation to the federal fundsrate and, therefore, thereis
very little market risk because the investments follow the normal
swings of interest rates. The Pension Trust Funds; Utah Housing
Corporation and Utah Technology Finance Corporation (component
units); and Utah Public Employees Group Insurance (internal
service fund) are exempt from the Act; however, they are governed
statutorily by the prudent man rule. The Pension Trust Funds are
invested in domestic and international equities and fixed income,
corporate and government bonds, short-term securities, real estate
and real estate mortgages, joint ventures, and venture capital.

e  Cash equivalents are generally considered short-term, highly
liquid investments with amaturity of three months or less from
the purchase date. The Student Assistance Programs
(enterprise fund) use a trustee for their long-term investing
needs, and they consider any cash and cash equivalents held by
their trustee as investments.

e All cash deposited with the State Treasurer by state entitiesis
maintained by the Treasurer in various pooled investment
funds. The State Treasurer invests the deposited cash,
including the cash float, in short-term securities and other
investments. All interest revenue is allocated to the Genera
Fund unless state law or trust agreements require allocations of
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interest to other funds. Funds authorized to receive interest
earnings are segregated into separate investment pools, and
interest is allocated based on cash balances in the pool.

e Investments (including cash equivalents) are under the control
of the State Treasurer or other administrative bodies as
determined by law. In certain instances, investments may be
restricted by law or other legal instruments. Investments are
presented at fair value. The fair value of investments is based
on published prices and quotations from major investment
brokers at current exchange rates, as available. For investments
where no readily ascertainable fair value exists, management,
in consultation with their investment advisors, have determined
thefair valuesfor the individual investments. Investments held
as security deposits which are not held for investment purposes
are carried at cost. The Utah Retirement Systems (pension trust
funds) mortgages are valued on an amortized cost basis which
approximates fair value, and the fair value of rea estate
investments has been estimated based on independent
appraisals.

e The State’'s Unemployment Compensation Fund (enterprise
fund) monies are required by the Social Security Act to be
invested in the U.S. Department of Treasury, Bureau of Public
Debt Unemployment Trust Fund (BPDUTF), which is not
registered with the SEC. The fair value of the position in the
BPDUTF is the same as the value of the BPDUTF shares.

e  Utah Retirement Systems (pension trust funds) held two types
of derivative financia instruments at yearend: futures and
currency forwards. Futures contracts are traded on organized
exchanges to minimize credit risk. Currency forwards are
entered into in order to hedge the exposure to changes in
foreign currency exchange rates on foreign currency dominated
portfolio holdings. Utah Housing Corporation (major
component unit) enters into various rate swap contracts in
order to increase funding capabilities. The Corporation sells
variable rate bonds and minimizes the inherent risk with the
use of floating-to-fixed interest rate swap contracts. See Note
3 for additional information about derivatives.

Receivables

Accounts receivablesin the governmental and business-type activities
consst mainly of amounts due from the Federa Government,
customers, and others. Receivables from the Federal Government are
reasonably assured; accordingly, no alowance for uncollectible
accounts has been established.

Notes/mortgages receivable for governmental and business-type
activities are primarily long-term loans for local governments and
agricultural development, home mortgages, and individua student
loans. The interest rates on the loans vary but are generally lower
than market rates and, in some cases, are non-interest bearing.
Student loans in the Student Assistance Programs (business-type
activities) are fixed and variable rate federaly insured loans.
Student loans are insured at 98 percent of their principal baance.

Accrued taxesinclude receivables for taxpayer-assessed taxes where
the underlying exchange has occurred in the period ending June 30
or prior, net of applicable estimated refunds and allowances.
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Note 5 provides a disaggregation of governmental and business-type
receivables, including a breakout of current/noncurrent balances and
established alowances.

Inventories and Prepaid Items

Proprietary funds and component units inventories are valued at the
lower of cost or market. Cost evaluation methods include first-in-
first-out (FIFO), last-in-first-out (LIFO), average cost, weighted
average, weighted moving average, and retail inventory method.

Governmental fund inventories are recorded as expenditures when
purchased except for the following which are recorded as
expenditures when consumed: inventories for the Transportation
Fund, and food stamps coupon inventories in the General Fund.
Transportation Fund inventories are valued using a weighted
average cost.

Prepaid items related to governmental funds are immaterial and
recorded as expenditures in the governmental funds financial
statements when paid.

Capital Assets

Capital assets, which include land, buildings, equipment, and
infrastructure (roads, bridges, drainage systems, lighting systems,
and similar items), are reported in the applicable governmental or
business-type activities columns, or in the component units column
on the government-wide Statement of Net Assets. Capital assets of
proprietary funds and fiduciary funds are aso recorded in their
respective fund statements. Capita assets are defined by the State
as assets which cost $5 thousand or more when acquired and have
an estimated useful life greater than one year. Purchased or
constructed capital assets are recorded at cost or at estimated
historical cost where historical cost is not available. Donated fixed
assets are valued at their estimated fair value at the date of donation.

Capital assets purchased by governmental funds are recorded as
expenditures in the governmentd fund financial statements. Interest
expense for capital asset construction related to governmental
activities is not capitalized. Interest expense incurred during
construction of capital facilities related to business-type activities
and component unitsisimmaterial and isnot capitalized in al cases.

Buildings, equipment, and other depreciable assets are depreciated
using the straight-line method over the following estimated useful
lives:

Asset Class Years
Equipment 3-15
Aircraft and Heavy Equipment 5-30
Buildings and Improvements 30-40
Land Improvements 5-20
Infrastructure 15-80

As provided by GASB standards, the State has elected to use the
“modified approach” to account for infrastructure assets (roads and
bridges) maintained by the State's Department of Transportation.
Under this approach, depreciation expenseis not recorded and only
improvements which expand the capacity or efficiency of an
infrastructure asset are capitalized. Using this approach requiresthe
State to: 1) maintain an inventory of the assets and perform periodic
condition assessments; 2) estimate each year the annual amount to
maintain and preserve the assets at the condition level set by the
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State; and 3) document that the assets are being preserved
approximately at or above the condition level set by the State.

Most works of art and historical treasures are not capitalized or
depreciated. These assets cannot be reasonably valued and have
inexhaustible useful lives or are maintained in perpetuity. These
assets include the State Fine Art Collection, photographs, prints,
paintings, historical documents and artifacts, monuments, statues,
and paleontological and archaeological collections.

Accrued Liabilities

Accrued liabilities include the liability for employee payrolls and
liabilities accruing over time where demand for payment is due
shortly after fiscal yearend. See Note 6 for additiona information
about accrued liabilities.

Deferred Revenue

In the government-wide statements, proprietary fund statements, and
fiduciary fund statements, deferred revenue is recorded when cash
or other assets are received prior to being earned. In the
governmental fund statements, deferred revenue is recorded when
revenue is either unearned or unavailable. Deferred revenues for the
Student Assistance Programs (enterprise fund) are primarily
guarantee fees which are recognized asincome over a period of ten
years using the sum-of-the-years-digits method.

Palicy Claims Liabilities

Policy claims liabilities are for insurance claims incurred prior to
the reporting date and are based on actuarial estimates.

Long-term Liabilities

In the government-wide financial statements and proprietary fund
financial statements, long-term debt and other long-term obligations
are reported asliabilities. Bond premiums and discounts, as well as
issuance cogts, are deferred and amortized over the life of the bonds
using the bonds outstanding method or straight-line method, which
approximates the effective interest method. Bonds payable are
reported net of the applicable bond premium or discount. Bond
issuance costs are reported as deferred charges and amortized over
the term of the related debt.

In the fund financid statements, governmental fund types recognize
bond premiums and discounts, as well as bond issuance costs,
during the current period. The face amount of debt issued is
reported as other financing sources. Premiums received on debt
issuances are reported as other financing sources while discounts on
debt issuances are reported as other financing uses. | ssuance costs,
whether or not withheld from the actua debt proceeds received, are
reported as debt service expenditures.

The Tax Reform Act of 1986 requires governmental entitiesissuing
tax-exempt bonds to refund to the U.S. Treasury interest earnings on
bond proceedsin excess of the yield on those bonds. Governmental
entities must comply with arbitrage rebate requirements in order for
their bonds to maintain tax-exempt status. Entities are required to
remit arbitrage rebate payments to the federal government at least
once every five years over thelife of the bonds. Some State of Utah
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bonds may be exempt from the rebate requirements if they meet
certain statutory exceptions per the regulations.

Arbitrage liability is treated as an expense on the government-wide
Statement of Net Assets when the liability is recognized. Arbitrage
ligbility is recorded as an expenditure in the governmental funds
financid statements when the liability is due. At June 30, 2002, the
total estimated arbitrage rebate liability in the Student Assistance
Programs (enterprise fund) was $36.830 million, of which $32.633
million represents yield reduction payments and $4.197 million
represents the estimated liabilities for non-purpose interest. Other
arbitrage liabilities are immeaterial.

Compensated Absences and L eave/Postemployment Benefits

Employees' vacation leave is accrued at arate of four hours every
two weeks for the first five years of employment, and growsto arate
of seven hours every two weeks after 20 years of employment.
There is no requirement to use vacation leave, but a maximum of
40 days may be carried forward at the beginning of each calendar
year. Unused vacation leave is paid to employees upon termination.

Employees earn sick leave at arate of four hours for each two week
period, with no limit to the amount that can be accumulated. The
State does not reimburse employees for unused sick leave upon
termination except employees eligible for retirement. Sick leaveis
expended when used. At retirement, for participating agencies, the
State will pay an employee up to 25 percent of the employee's
accumulated sick leave and will pay for premiums to maintain
health and life insurance coverage for up to five years or until the
employee turns age 65, whichever comes first. The employee may
use any remaining sick leave balances to acquire health insurance
to age 65, and since fiscal year 1999, hedth insurance for the
employee’s spouse until they reach age 65, and Medicare
supplement insurance after age 65 for both the employee and their
spouse. An estimate of the liability for the above leave and
retirement benefits has been recorded in the governmental activities
column of the government-wide Statement of Net Assets.

The State maintains compensated absences and postemployment
benefit pools within the General Fund, Uniform School Fund, and
Transportation Fund. The ongoing payments from the pools are
provided by charges to agency budgets as benefits are earned.
Vacation leave taken as time off is paid from current budgets when
used. Payment of leave balances at termination and payment of
postemployment benefits are made from the compensated absences
and postemployment benefit pools. Proprietary funds and private
purpose trust funds of the primary government also participate in
the pools and have no liability for leave or postemployment benefits
once their contributions to the pools have been made.

Thetotal liability of the governmental activities for vacation leave
and postemployment benefits is recorded in the government-wide
Statement of Net Assets. However, in accordance with GAAP, the
liability is not recorded in the governmental funds financial
statements. See Notes 10 and 18 for additional information about
the liability.

Compensatory time for overtime worked may be earned up to a
maximum of 80 hours. Any overtime exceeding 80 hours is paid
when earned. In accordance with GAAP, compensatory time is
expended when the leave is taken in governmental funds, but is
expensed when earned for budgetary purposes.
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Vacetion earnings, sick leave earnings, and postemployment benefits
policies vary dightly among component units and from the primary
government's policies. Vacation leave is expended when earned and
sick leaveis expended when used.

Net Assets/Fund Balances

The difference between assets and liabilitiesis “Net Assets’ on the
government-wide, proprietary fund, and fiduciary funds financial
statements, and “Fund Balance” on the governmental fund financia
statements.

In the governmental fund financial statements, fund balances are
classified as reserved, designated, or unreserved. Reserves represent
those portions of fund balance not appropriable for expenditure or
legally segregated for a specific future use. Designated fund
balances represent tentative plans for future use of financial
resources.

F.  Revenuesand ExpendituredExpenses

When an expenditure/expense is incurred for purposes for which
both restricted and unrestricted resources are available, it is the
State’'s general policy to use restricted resources first. However, the
State has some programs that are funded by appropriations from
both unrestricted resources and resources required by law to be
deposited in a specific subfund for a specific purpose (which may
include restricted resources). In those instances, it is the State's
policy to expend those resources proportionally based on the
amounts appropriated from each source.

Grants

Federal grants and assistance awards made on the basis of entitle-
ment periods are recorded as revenues when entitlement occurs. All
federal reimbursement-type grants are recorded as revenues when
the related allowable expenditures are incurred and al applicable
eligibility requirements are met.

Federd grants include nonmonetary transactions for food and other
commodities, and food stamps. Commodities revenue and
expenditures are valued at their federaly reported value.
Commodity inventories at yearend are immaterial. For the fiscal
year ended June 30, 2002, the State reported revenue and
expenditures of $73.534 million for food assistance programs and
$4.119 million for commodities in the General Fund, and $9.283
million for commodities in the Uniform School Fund (special
revenue fund).

Investment Income

Investment income includes interest, dividends and other earnings,
and the change in fair value of investments. Negative investment
income is reported where the decrease in the fair value of investments
due to market conditions exceeded the other components of
investment income,

In accordance with state law, interest and dividend income from
investments in the Trust Lands permanent fund and the Tobacco
Endowment Fund (nonmgjor governmentd fund) is assigned to and
reported directly in the Uniform School Fund and the General Fund,
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respectively. One half of the applicable income reported in the
General Fund isthen transferred back into the Tobacco Endowment
Fund to increase the principal in the fund as required by state law.

Retirement and Employee Benefit Costs

Most state employees participate in a pension system and/or plan
administered by Utah Retirement Systems. Contributions collected
for the pension systems and plans and the retirement benefits paid
are both accounted for in the Pension Trust Funds. All costs for
pension, hedth, and federal socia security contributions in
governmental fund types are reported as expenditures in the
appropriate function. Benefit costs applicable to proprietary fund
types are reflected as expenses in the proprietary funds.

G. Interfund Transactions
Gover nment-wide Financial Statements

Interfund Activity — In general, eliminations have been made to
minimize the double-counting of internal activity, including internal
service fund type activity. However, interfund services, provided
and used between different functional categories, have not been
eliminated in order to avoid distorting the direct costs and program
revenues of the applicable functions. Operating transfers between
governmental and business-type activities are reported at the net
amount.

Interfund Balances — Interfund receivables and payables have
been eliminated from the government-wide Statement of Net Assets,
except for the residual amounts due between governmental and
business-type activities.

Governmental Fund Financial Statements

Interfund Activity — Interfund transactions for goods sold or
services rendered for a price approximating their external exchange
value, and employee benefit contributions are accounted for as
revenues and expenditures/expenses in the funds involved.

Transfers are used to report flows of cash (or other assets) between
funds without equivalent flows of assetsin return or arequirement
for repayment. The State's transfers are based on legislative
appropriations or other legal authority. Transfers are presented in
Note 13.

NOTE 2. ACCOUNTING CHANGES AND

RESTATEMENTS

The State implemented the following new accounting standards
issued by the Governmental Accounting Standards Board (GASB)
for the fiscal year ended June 30, 2002:

Statement 34, Basic Financial Statements — and Management’s
Discussion and Analysis—for State and Local Governments,

Statement 35, Basic Financial Statements — and Management’s
Discussion and Analysis — for Public Colleges and Universities,
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Statement 37, Basic Financial Statements — and Management’s
Discussion and Analysis — for State and Local Governments:
Omnibus,

Statement 38, Certain Financial Satement Note Disclosures, and

Interpretation 6, Recognition and Measurement of Certain
Liabilities and Expenditures in Governmental Fund Financial
Satements.

Statement 34, as amended by Statement 37, establishes new
financial reporting standards for state and local governments. The
new standards significantly change the financia reporting model
used by state governments, including changesin statement formats,
fund types, and criteria for determining fund types. In addition to
fund financial statements, government-wide financial statements
presenting summarized information for governmental activities,
business-type activities, and component units are now required. As
discussed in Note 1, the government-wide financial statements are
prepared using the accrual basis of accounting rather than the
modified accrua basis of accounting used in the governmentd fund
financial statements. As a result of these new standards, fund
reclassifications and adjustments to fund equities reported in the
prior financial statements were required. Significant changes due to
Statement 34 include requiring infrastructure assets (mainly roads
and bridges) to be reported as capita assets, and requiring capital
assets and general long-term obligations to be reported in the
government-wide financial statements rather than in account groups.
Infrastructure assets were previously excluded from the financia
statements.

Statement 35 establishes new financial reporting standards for
public colleges and universities within the reporting guidelines of
Statement 34. All of the State’'s colleges and universities
(component units) have adopted Statement 35. A significant change
for colleges and universitiesis the requirement to depreciate capital
assets. All but one of the State' s colleges and universities previously
did not recognize depreciation on capital assets.

Statement 38 requires certain note disclosures when Statement 34
isimplemented.

As aresult of additional guidance in Interpretation 6, liabilities for
compensated absences and postemployment benefits previously
reported in the General Fund, Uniform School Fund, and
Trangportation Fund are now reported only on the government-wide
financial statements.

The provisions of these new standards have been incorporated into
the financid statements and notes. The following table summarizes
(in thousands) the changes to fund equities as previoudly reported
and the beginning fund balances/net assets as restated and reported
in these financia statements. These changes resulted primarily from
implementing the new accounting standards. However, the
Legislature created the College of Applied Technology (honmajor
component unit) effective for fiscal year 2002 and Applied
Technology Centers became part of the newly created college. As
a result, $93.808 million of net assets of Applied Technology
Centers previoudly reported in the Uniform School Fund and
general fixed assets account group were reclassified as net assets of
component units.
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Restatement of Beginning Fund Balance/Net Assets
(Expressed in Thousands)

Changesin Accounting Principle

June 30, 2001

AsPreviously Fund June 30, 2001
Reported Reclassifications Other As Restated

Governmental Funds and Activities
Major Funds:

General FUNd........c.coovveineiieesee e $ 708,067 $  (286,759) $ 146,502 $ 567,810

Uniform School Fund..........ccoceevveniverennecniennes 218,745 (4,059) 28,041 242,727

Transportation FUNd............cccveenereneceneseneene 95,302 — 30,778 126,080

Centennial Highway Fund..........cccccccvveiincnnne 63,933 — — 63,933

TrUSE LaNdS....ccviveereeieneeenesieesiee e e seseeneneas — 372,224 (11,364) 360,860

Totd Major Governmental Funds..................... 1,086,047 81,406 193,957 1,361,410
Nonmajor Funds:

Special Revenue FUNGS.........c.coovvveireienecneeins 30,566 62,103 1 92,670

Capital Projects.......ccovvevreeeneeresreseeseeenenns 128,340 — — 128,340

DEDE SENVICE.. v 11,475 (219) 854 12,110
Total Nonmajor Governmental Funds................... 170,381 61,884 855 233,120
Total Governmental Funds—

Fund BalanCes.........ccocevrevrieereeneesee e 1,256,428 143,290 194,812 1,594,530
Governmental Activities Adjustments:

Capital Assets, Net of Depreciation .................. — 1,322,959 7,378,732 8,701,691

Revenue Recognition ...........coeevreeerrecreeienennes — — 382,314 382,314

Long-term Bonds, Notes and Leases Payable... — (1,399,367) (2,061) (1,401,428)

Long-term Liabilities for Compensated

Absences and Postemployment Benefits....... — (41,234) (265,709) (306,943)

Internal Service Fund Conversion...........c......... — 115,881 — 115,881
Total Governmental Activities Adjustments.......... — (1,761) 7,493,276 7,491,515
Total Governmental Activities—Net Assets.......... $ 1,256,428 $ 141,529 $ 7,688,088 $ 9,086,045
Proprietary Funds and

Business-type Activities
Major Funds:

Student Assistance Programs...........ceceveeeeene. $ 178,055 $ — $ — $ 178,055

Unemployment Compensation...........c.c.cceeueune. — 599,964 19,009 618,973

Water Loan Programs..........cccceeveeeeveeniereeeenenn, — 457,942 (16) 457,926
Nonmajor Funds:

Nonmajor Enterprise Funds............cccocevvvennee. 65,336 237,821 (62) 303,095

Funds Previously Reported

as Enterprise FUNdS.........ccceeevievieieeeicens 8,127 (8,127) — 0

Total Enterprise FUNAS.........cccovevieieiceceeecee, 251,518 1,287,600 18,931 1,558,049
Internal Service Fund Reclassification.................. 412,541 (412,541) — 0
Internal Service Fund Conversion............c.cove...... 115,881 (115,881) — 0
Total Enterprise Funds and

Business-type Activities—Net Assets............... $ 779,940 $ 759,178 $ 18,931 $ 1,558,049
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continues below
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Restatement of Beginning Fund Balance/Net Assets
(Expressed in Thousands)

Changesin Accounting Principle

June 30, 2001
AsPreviously Fund June 30, 2001
Reported Reclassifications Other As Restated

Fiduciary Funds
Pension Trust FUNd..........cccovieeiinnnneeieees $ 14,583,252 $ 215,605 $ — $ 14,798,857
Investment Trust FUNd...........coovineiiiennieiene 3,048,338 — — 3,048,338
Private Purpose Trust FUNdS...........ccooviienrenennne. — (258,565) 13,061 (245,504)
Funds Previously Reported as

Expendable Trust FUNdS..........cccoeovveenecinnennns 611,971 (611,971) — 0
Fund Previously Reported as

Nonexpendable Trust Fund...........cccoceevieeinnenne 372,224 (372,224) — 0
Total Fiduciary Funds—Net ASsets.........ccccceeneee. $ 18,615,785 $ (1,027,155) $ 13,061 $ 17,601,691
Agency Funds—Total ASSELS.......ccevrerererinienenen. $ 70,829 $ 5,839 $ (2,685) $ 73,983
Component Units

Component Units—Net ASSetS.........c.ccoeuvneeee. $ 3,845,097 $ 93,808 $ (1,065,614) $ 2,873,291
Account Groups

General Fixed ASSELS........coeueeninininecininniens $ 1,417,730 $ (1,417,730) $ — $ 0

Genera Long-term Obligations...........ccccceeue. (1,444,531) 1,444,531 — 0
Total ACCOUNt GIOUPS.......vereeeereereneennerereseenerenas $ (26,801) $ 26,801 $ 0 $
NOTE 3. DEPOSITSAND INVESTMENTS limits for the deposit of public money at individual financial

Listed below is a summary of the deposit and investment portfolio
that represents the cash and cash equivalents and investments on the
June 30, 2002, balance sheet. Investing is governed by the prudent
man rule, in accordance with the Money Management Act, Section
51-7, Utah Code Annotated, 1953, as amended. Except certain
repurchase agreements, all securities of the primary government
purchased or held and all evidence of deposits and investments must
be in the custody of the State, or may be held by an agent in the
State’'s name. Investment transactions may be conducted only
through qualified depositories, certified dealers, or directly with
issuers of investment securities.

A. Deposits

At June 30, 2002, the carrying amount of the State's deposits for the
primary government was $303.906 million and $82.707 million for
the component units. At June 30, 2002, the bank balance was
$204.412 million and $110.911 million for the primary government
and component units, respectively. Of the bank balance for the
primary government, $4.009 million was covered by the Federal
Deposit Insurance Corporation (FDIC) or by collateral held by the
State’s agent in the name of the State. Of the bank balance for the
component units, $5.778 million was covered by the FDIC or by
collateral held by the State's agent in the name of the State. The
remaining deposits for the primary government and component units
were uninsured and uncollateralized and were held by various
financid institutions. The State of Utah does not require collateral
on deposits. However, the State Commissioner of Financia
Ingtitutions monitors financia institutions monthly and establishes
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institutions.

B. Investments

Statutes authorize the State to invest in negotiable and non-
negotiable certificates of deposit; repurchase and reverse repurchase
agreements; commercial paper; bankers acceptances; obligations of
the U.S. Treasury and certain agencies of the U.S. Government;
corporate obligations;, bonds, notes, and other evidence of
indebtedness of political subdivisions of the State; shares or
certificates in open-end managed money market mutua funds; and
various other investments. Authorized investments are subject to
certain restrictions. Certain state agencies and component units are
also alowed by statute to invest in investment contracts, equity
securities, real estate, and other investments. In addition to
investments authorized by statute, bond proceeds are invested in
other investments in accordance with the applicable bond
resolutions. Investment types for Pension Trust Funds and certain
other funds and component units are not restricted by state statute.

The following table provides information about the credit and
market risks associated with the State’s investments. Category 1
includes investments that are insured or registered, or for which the
securities are held by the State or its agent in the State’s name.
Category 2 includes uninsured and unregistered investments for
which the securities are held by the counterparty’s trust department
or agent in the State's name. Category 3 includes uninsured and
unregistered investments for which the securities are held by the
counterparty or by its trust department or agent, but not in the
State's name.
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Credit and Market Risks of Investments—Primary Gover nment

(Expressed in Thousands)
Category
Fair
1 2 3 Value
Repurchase AQreements..........ococeveeeeeereeenerererenenns $ — $ 331 $ 33397 $ 33,728
U.S. Government Securities 832,460 4,153 — 836,613
Negotiable Certificates of DEPOSIt ........ccovevverrennns 105 — — 105
Commercial Paper ..o 2,985 — — 2,985
Corporate Bonds and NOtES .........cccoeeeerenirennne 7,263,166 — — 7,263,166
EqUity SECUNTIES ... 6,649,696 — — 6,649,696
TOAl e $ 14,748,412 $ 4,484 $ 33,397 14,786,293
Mutual and Escrow Funds............cccceeeeeenenciennns 2,067,790
Investment Contracts........cccccoeeeecieeeecieeecevee e, 62,618
Investment in U.S. Treasury
Investment POOL...........cooeierinirece e 533,654
Component Units Investment in Primary
Government’s Investment Pool ............c.ccocceeneee (380,296)
REAl ESALE.......cveeereeieerieireeiesese e saeeenens 506,256
Real Estate MOrtgages.........covvvvveereeenreerenrenennenens 3,363
Real Estate Joint Ventures..........coeeeveeceveveeeneenns 571,842
Venture Capital.........cooeeverereieneineesecee e 677,600
Investments Held by Broker-Dealers Under
Securities Lending Program:
U.S. Government Securities.........cccooevvvrennnne 441,748
EqUity SECUMTIES.....cccvreevieeeece e 907,058
Corporate Bonds and NOtes...........ccccovevrnenns 209,511
Securities Lending Short-Term Collateral
Investment POOL..........ccccveeevieeieccee e 1,612,238
Total INVESEMENES ....oeveceececvececee e $ 21,999,675
The Pension Trust Funds own approximately 68 percent of the investments that arein Category 1.
Credit and Market Risks of Investments —Component Units
(Expressed in Thousands)
Category
Fair
1 2 3 Value
Repurchase AgreBments...........coreeeerereeeereseesrennens $ — $ — $ 11,279 $ 11,279
U.S. Government SeCurities........cocooeeeeeeieecnennnne 224,610 104,644 29,015 358,269
Negotiable Certificates of DEPOSIt ........cooveveverrenens 2,897 — 504 3,401
Corporate Bonds and NOtES ...........cccereereerrennn 1,236 1,284 1,478 3,998
EQUItY SECUMTIES .....cvvveeeeeieeeeee e 24,855 14,765 12,253 51,873
Municipa and Public Utility Bonds............c......... 988 — 648 1,636
TOAl vt $ 254,586 $ 120,693 $ 55177 430,456
Mutual and Escrow Funds............cccoeeeeenencinnnne 522,709
Investment Contracts........c.cccoeeeeiieeeeeveeecevee e, 189,415
Investment in Primary Government’s
Investment POOL..........c.ooeeeeveeeiecceeccee e 380,296
REAl ESALE.......eoveveeeeeerieisieieresieeseeesie e eeeseenens 3,889
Total INVESIMENS ....cvevveeeeeeeree e $ 1,526,765
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C. SecuritiesLending

The Utah Retirement Systems (pension trust funds) and the Utah
Public Employees Group Insurance Program (internal service funds)
participate in security lending programs as authorized by their
Boards. The types of securities lent are U.S. government securities,
equity securities, and corporate bonds and notes. Under these
programs, securities are transferred to an independent broker or
dedler in exchange for collateral in the form of cash, government
securities, and irrevocable bank letters of credit equal to 102 percent
of the market value of the domestic securities on loan and
105 percent of the market value of the international securities on
loan, with a simultaneous agreement to return the collateral for the
same securitiesin the future. There are no restrictions on the amount
of loans that can be made. For both state entities, their custodial
agent is the agent for its securities lending program. Securities under
loan are maintained in both state entities’ financial records and are
presented as unclassified in the preceding summary of custodia
risk. Corresponding assets and liabilities for collateral received,
which can be pledged or sold without a borrower default, are
recorded at the fair value. At yearend there was no collateral which
cannot be pledged or sold without a borrower default.

At yearend neither the Utah Retirement Systems nor Utah Public
Employees Group Insurance Program had any credit risk exposure
to borrowers because the collateral exceeded the amount borrowed.
The securities on loan at yearend for the entities were $1.546 hillion
and $12.510 million, respectively, and the collateral received for
those securities on loan was $1.602 billion and $12.813 million,
respectively, with carrying amount and fair value being the same.
Under the terms of the lending agreement, both state entities are
indemnified against loss should the lending agent be unable to
recover borrowed securities and distributions due to borrower
insolvency or failure of the lending agent to properly evaluate the
creditworthiness of the borrower. In addition, they are indemnified
against loss should the lending agent fail to demand adequate and
appropriate collateral on atimely basis. All securities |oaned can be
terminated on demand by either the state entity or the borrower.
Cash collateral is invested in the lending agent’s short-term
investment pool. The short-term investment pool guidelines specify
that aminimum of 20 percent of the invested cash collatera isto be
available each business day and that the dollar weighted average
maturity of holdings should not exceed 60 days. The relationship
between the maturities of the short-term investment pool and each
of the state entities' loans is affected by the maturities of the
securities loans made by other entities that use the agent’s pool. This
cannot be determined by the state entities. Since the securities
lending collateral isin apool maintained by the custodial bank, it
was not necessary to report the total income and expenses of
securities lending.

D. Derivative Financial Instruments

The Utah Retirement Systems (pension trust funds) invests in
derivative financial investments as authorized by Board policy. As
of yearend, the Systems had two types of derivative financial
instruments: futures and currency forwards.

Futures represent commitments to purchase (asset) or sell (liability)
securities or money market instruments at a future date and at a
specific price. Futures contracts are traded on organized exchanges
(exchange traded), thereby minimizing the Systems' credit risk. The
net change in the futures contract value is settled daily in cash with
the exchanges. Net gains or losses resulting from the daily
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settlements are included with trading account securities gains
(losses) in the Statement of Changesin Net Assets. At yearend the
Systems' investments had the following future balances (expressed
in millions):

Value Covered
By Contract
Long-equity fUtUFreS.........ccorreeeeerecenenenenes $ 51.470
Short-equity fULUreS..........ccceevrirrericicieeene $ (34.557)
Long-fixed income futures...........c.coceeuenene. $ 80.071
Short-fixed income futures...........ccccvvenne. $ (21.2711)

Currency forwards represent forward foreign exchange contracts that
are entered into in order to hedge the exposure to changes in foreign
currency exchange rates on the foreign currency dominated portfolio
holdings. A forward foreign exchange contract is a commitment to
purchase or sdll a foreign currency at a future date a a negotiated
forward rate. The gain or loss arising from the difference between the
origina contracts and the closing of such contractsisincluded in net
realized gains or losses on foreign currency related transactions. At
yearend the Systems’ investments included the following currency
forwards balances (expressed in millions):

Currency forwards (pending foreign

exchange purchases) ...........c.coveeeeeeeees $ 827.573
Currency forwards (pending foreign
exchange Sales) ......cocvvvrerenenccecenenns $ (832.652)

The Utah Housing Corporation enters into various rate swap
contracts as part of its overall funding strategy. The objective of
these financia instruments is to increase the volume of funding
available to purchase qualified homes under the Corporation’s low
to moderate-income programs. The Corporation’s ability to keep its
Single-Family program active without lagsin funding is critical to
its success. The federally imposed volume cap on tax-exempt bond
issuances is inadequate to provide the resources currently demanded
by these programs. To meet these demands and increaseits funding
capabilities, the Corporation sells variable rate bonds. Floating-to-
fixed interest rate swap contracts allows the Corporation to manage
theinherent interest rate risk associated with variable rate debt. The
amount of these contracts at June 30, 2002, is $253.4 million.

NOTE 4. INVESTMENT POOL

The Utah State Treasurer’s Office operates the Public Treasurer’s
Investment Fund (PTIF) investment pool. The PTIF is available for
investment of funds administered by any Utah public treasurer.
Participation is not required and no minimum balance or
minimum/maximum transaction is required. State agencies and
funds that are authorized to earn interest also invest in the PTIF as
an internal investment pool. No separate report as an external
investment pool has been issued for the PTIF.

The PTIF is not registered with the SEC as an investment company.
The PTIF is authorized and regulated by the Money Management
Act, Section 517, Utah Code Annotated, 1953, as amended. The
Act establishes the Money Management Council which overseesthe
activities of the State Treasurer and the PTIF. The Act details the
investments that are authorized which are high-grade securities and,
therefore, thereis very little credit risk except in the most unusua
and unforeseen circumstances. Deposits in the PTIF are not insured
or otherwise guaranteed by the State of Utah, and participants share
proportionally in any realized gains or 10sses on investments.
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The PTIF operates and reports to participants on an amortized cost
basis. The income, gains, and losses, net of administration fees, of
the PTIF are dllocated to participants on the ratio of the participant’s
share to the total funds in the PTIF based on the participant’s
average daily baance. The PTIF allocates income and issues
statements on a monthly basis. Twice a year, a June 30 and
December 31, which are the accounting periods for public entities,

the investments are valued at fair value and participants are
informed of the fair value valuation factor that enables them to
adjust their statement balances to fair value.

The PTIF condensed financial statements, inclusive of externa and
internal participants for the fiscal year ended June 30, 2002, are as
follows:

Public Treasurer’s I nvestment Fund
Statement of Net Assets

June 30, 2002
(Expressed in Thousands)
Assets
Cash and Cash EquiVAlents...........ccccevreverrerereeiesesserenenns $ 379,478
INVESEMENES.....eeeiieieeceee e et 4,846,715
Interest RECEIVADIE.........cceoveeeeiceece e 17,656
NEEASSELS ... $ 5,243,849

Net Assets Consist of:

External Participant Account Balances
Internal Participant Account Balances:

............................. $ 3,237,979

Primary GOVErNMENt.........cceerrererriesreereeesrecnneeens 1,622,588
Component UNItS........coeeereereieeeeeeeee e 380,296
Undistributed Reserves and Unrealized Gaing/Losses...... 2,986
NEEASSELS .. $ 5,243,849

Participant Account Balance Net Asset Valuation Factor ..... .997257

Public Treasurer’s I nvestment Fund
Statement of Changesin Net Assets
For the Fiscal Year Ended June 30, 2002
(Expressed in Thousands)

Additions

Pool Perticipant Depodits.................

Investment Income:

................................. $ 7,727,760

INvestment Earnings.........coeoeveereeresreneneneneeesnenenns 152,366
Fair Value Increases (DeCcreases).......ovvrverenreennenens (14,729)
Total Investment INCOME.........ccccoveveereeiereennene 137,637
Less Administrative EXPenses .......ocovevreeenecrennens 130
Net Investment INCOME........cccevceerereceeieeenen, 137,507
Total Additions........cceeveeeveeecieceeeciee e 7,865,267
Deductions
Pool Participant Withdrawals ..........cccceererienenieninieneene 7,259,392
Earnings Distributions..........ccccooeieieiencec e 145,614
Total DedUCtions..........cceeveeeevieeiiesieiene 7,405,006
Net Increase From Operations................... 460,261
Net Assets
Beginning of YEar ........cccoveiveiennenneeeneeesecee e 4,783,588

Net Assets— End of Year .........

................................. $ 5,243,849
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Deposits and I nvestments

The following disclosure of deposits and investments is for the
Public Treasurer’s Investment Fund, which includes external and
internal participants. These assets are aso included in Note 3,
disclosure of deposits and investments for the state entity as a
whole. Information on the type of deposits and investments and how
they are held is disclosed in Note 3. At June 30, 2002, the PTIF
investments included certificates of deposit of $159.3 million that

qualify as deposits. Of this amount, $900 thousand was covered
by the Federa Deposit Insurance Corporation (FDIC) and
$158.4 million was uninsured and uncollateralized and was held by
various financid institutions. The following schedule provides
information about the credit and market risks associated with the
State's investments. Category 1 includes investments that are
insured or registered, or for which the securities are held by the
State or its agent in the State's name.

Public Treasurer’s I nvestment Fund
Credit and Market Risks of | nvestments
June 30, 2002
(Expressed in Thousands)

Public Treasurer’s Investment Fund Portfolio Statistics:

Category
Fair
1 Value
Money Market Funds..........cccccevnvineecicncnennns $ 344,978 $ 344,978
U.S. Government SeCUrities.........ccovvvrnenne 796,065 796,065
Corporate Bonds and NOtes...........ccccrveeeneee. 3,925,850 3,925,850
Total INVEStMENES.......coeevrverereeeeirierenes $ 5,066,893 $ 5,066,893
June 30, 2002
Range Weighted
of Average
Yields Maturity
Money Market Funds...........cccoveevevinneenee 1.80% — 2.70% 1 day
Certificates of DEPOSIt......cccovrvrveerieirienens 2% —2.75% 19.75 days
U.S. Government Securities...........coceveenne 1.70% — 4.125% 202.47 days
Corporate Bonds and NoOtes...........ccccoeuenee 1.84% —4.05 % 39.60 days
June 30, 2002
Weighted Average
Average Adjusted
Yield Maturity
Total Investment Fund ............cccccverereenne 2.34% 60.83 days
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NOTE 5. RECEIVABLES

Receivables as of June 30, 2002, consisted of the following (in thousands):

Accounts Receivable

Notes/

Federal Customer Other Interest Taxes M ortgages
Governmental Activities:
General Fund.........cccceeveveeeiciceceene, $ 203679 $ 175516 $ 25578 % 6 $ 272754 % 6,379
Uniform School Fund ..........ccoeeuvennee. 25,583 — 271 — 363,520 6,128
Transportation Fund...........c.cccceeerenene 69,961 — 8,534 — 58,596 421
Centennial Highway Fund..................... 1,490 — — — 77 —
Trust Lands ......ccoeevveeeveeeeeecvee e — — 11,919 638 — 8,891
Nonmajor FUNAS..........cceeeeerencienens — 27,923 7 16 — 539
Internal Service Funds.........cccccevveeveeee — 18,318 — 775 — —
Fiduciary Funds.........ccccceoeevroeiiienenns — — 2,338 — — —
Total Receivables...........cooeeeveueereneneene. 300,713 221,757 48,647 1,445 695,647 22,358
Less Allowance for Uncollectibles
General Fund.........cccceeveeeveciececeene — (52,820) — — (15,455) (112)
Uniform School Fund ...........cccccceevene. — — — — (98,439) —
Transportation Fund.............c.ccocvevvennee. — — (200) — (637) —
Centennial Highway Fund..................... — — — — (51) —
Internal Service Funds..........cccccceevenies — (129) — — — —
Receivables, Net .......ccevvvveceeceiiriciecis $ 300,713 $ 168,808 $ 48447 $ 1445 $ 581,066 $ 22,246
Current Recelvables.........cccevvevivevnenns $ 300,713 $ 118,128 $ 47281 $ 1445 $ 539473 $ 3,779
Noncurrent Receivables............cceeu... — 50,680 1,166 — 41,592 18,647
Total Receivables (net).........ccccvevevennee. $ 300,713 $ 168,808 $ 48447 $ 1445 $ 581,066 $ 22,246
Business-type Activities:
Student Assistance Programs ............... $ 10212 $ 1,733  $ — $ 23991 % — $ 1,036,555
Unemployment Compensation Fund..... 1,439 35,639 — — — —
Water Loan Programs..........ccceeeeeeeinene — — 112 7,778 2,669 424,820
Nonmajor FUNdS..........ccceeveveeieiecienens — 5,914 1,200 3,252 — 227,475
Total ReCEIVADIES......ccoeevvereereciecreernne, 11,651 43,286 1,312 35,021 2,669 1,688,850
Less Allowance for Uncollectibles
Student Assistance Programs................ — — — — — (3,487)
Unemployment Compensation.............. — (10,335) — — — —
Water Loan Programs...........ccoceeeveeneee. — — — — (94) —
Receivables, Net ........ccceeeeeveieeecicnenen, $ 11651 $ 32951 $ 1,312 $ 35021 $ 2,575 $ 1,685,363

Accounts receivable balances are an aggregation of amounts due from the federal government, customers and others. Receivables from customers
include charges for services to local governments, fees and fines issued by the courts and corrections, employer contributions for unemployment
benefits, and receivables as a result of overpayments to individuals receiving state assistance.

Receivables for fiduciary funds listed above represent amounts due from fiduciary funds which were reclassified as externa receivables on the
government-wide Statement of Net Assets.

Adggregated receivables for component units at June 30, 2002, were $1.276 hillion for major component units and $53.186 million for nonmajor
component units, net of an allowance for doubtful accounts of $44.609 million and $812 thousand, respectively.
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NOTE 6. ACCOUNTSPAYABLE AND ACCRUED LIABILITIES

Accounts payable and accrued liabilities as of June 30, 2002, consisted of the following (in thousands):

Salaries Service Vendord Tax
Benefits Providers Other Government  Refunds Interest Total

Governmental Activities:
General FUNd........ccoooveeeiieniricieeene $ 52519 $ 109,123 $ 36189 $ 78548 $ 5803 $ — $ 282182
Uniform School Fund........c.c.ccceeenee 3,094 2,854 3,646 19,769 49,019 — 78,382
Transportation Fund ............cccceeerveeene 6,488 122 67,786 31,904 893 — 107,193
Centennial Highway Fund................. — — 273 — — — 273
Nonmajor FUNdS.........ccccovvrereninenens 32 — 15,103 — — 27,453 42,588
Interna Service Funds............ccccueuee. 7,217 — 8,572 1,834 — 6 17,629
Adjustments:

Fiduciary Funds..........ccccovvevnnennn. — — — 4,657 — — 4,657

Other ... — — — — — 1,664 1,664
Total Governmental Activities........... $ 69350 $ 112,099 $ 131,569 $ 136,712 $ 55715 $ 29,123 $ 534,568
Business-type Activities:
Student Assistance Programs............. $ 1770 $ — $ 6908 $ 17,343 $ — $ 3394 $ 29415
Unemployment Compensation Fund. — 529 188 — — — 717
Water Loan Programs............cccceeeeeee. — — 331 — — 39 370
Nonmajor FUNAS.........ccccveeereerenenneens 1,281 — 7,520 1,165 — 139 10,105
Adjustments:

Fiduciary Funds.........ccccovveennennn. — — — 13 — — 13

Other ... — — — — — (12 (12
Total Business-type Activities........... $ 3051 $ 529 $ 14947 $ 18521 $ 0 $ 350 $ 40608

Accounts payable and accrued liahility balances are an aggregration of amounts dueto: 1) state employees for salaries/benefits; 2) service providers
for childcare, job services and health services; 3) vendors and miscellaneous suppliers; 4) loca and federal governments for services; 5) individuals
and others as aresult of tax overpayments; and 6) interest due on bonds and other obligations.

Adjustments for fiduciary funds listed above represent amounts due to fiduciary funds which were reclassified as external payables on the

government-wide Statement of Net Assets. Other adjustments are due to differences in the presentation and the basis of accounting between the
fund financial statements and the government-wide Statement of Net Assets.
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NOTE 7. INTERFUND BALANCES AND LOANS

Interfund Balances

Interfund balances at June 30, 2002, consisted of the following (in

thousands):
Dueto General Fund from:

Uniform School Fund.........ccccecveinienncnenienn
Transportation FUNd............ccooveennenenennecnene
Nonmajor Governmental Funds............coccceevenene.
Unemployment Compensation Fund...................
Water Loan Programs..........c.ceeeveveeeeresesennennens
Nonmajor Enterprise FUNAS.........cccoeevvevreeinnnn
Internal Service FUNAS .........cecvveencenecreeienne
Fiduciary FUNAS ........ccoevnieieceneeneceeee

Total due to General Fund from

Other fUNAS......cooeeveeeeeceeee e

Due to Uniform School Fund from:

Genera FuNd.........cocoeiiiiineneeeeeeeee
Nonmgjor Governmental Funds..............cccceeenee.
Unemployment Compensation Fund...................
Nonmajor Enterprise FUNAS.........ccoccevvevreeienne
Internal Service FUNAS ........cocoieiiiiinircceee

Total due to Uniform School Fund from

Other fUNAS......ceeeeeeeeecceeee e

Due to Transportation Fund from:

General FUNd........cccoeoineinircesee e
Uniform School Fund...........cccoeeeveeneieniennnene
Centennial Highway Fund............cccoovvnniinenns
Nonmajor Governmental Funds............c.ccceevenene.
Nonmajor Enterprise FUNAS..........ccovevneeennenne.
Internal Service FUNAS .........cceevveencenccreeenn
Fiduciary FUNAS ........ccooevrieieeeneeseeeeee

Total dueto Transportation Fund from

Other fUuNAS......ccoeeeveececce e

Due to Centennial Highway Fund from

Transportation FUNd............ccooveevnenenenneennne

Dueto Trust Lands from

Nonmajor Enterprise FUNAS..........ccocceereineeinnnn

Due to Nonmajor Governmental Funds from:

General FUNd.........cocooeiiiinenieeeeeeeee e
Transportation FUNd............ccoovievneieneicneenene
Nonmajor Governmental Funds............ccccceevenene.
Nonmajor Enterprise FUNAS.........cccceverevrennennn
Internal Service FUNAS ........ccoccoeieiiierceee
Total due to Nonmajor Governmental Funds from
Other fuNdS ......coeiiiie e

Dueto Water Loan Programs from:

Genera FUNd.........ccocoeiiiiiienieeeeeeeee
Nonmgjor Governmental Funds..............cccceeeee.
Nonmajor Enterprise FUNAS.........ccceeveeirenrennn

Total dueto Water Loan Programs

fromother funds ........ccooevveeeiicieceece e

3,066
1,084
1,011
1,302

43
9,833
2,678

2,136

21,153

431
9

687
1,029
31

2,187

21

2
26,416
3

8

103
200

26,753
1,473

2,712

2,401
36
97
12
61

2,607

259
132
25

416
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Due to Nonmajor Enterprise Funds from:

General FUN .......ccueveeeeieeceeceecee e 877
Uniform School Fund ...........ccccoovveviieieiiene, 16
Transportation FUNd..........ccccoeeneenerenecneeeenns 139
Nonmajor Governmental Funds..............ccceeveuee. 11,055
Internal Service FUNAS..........ccoceevveeeveeecieeceeeneen, 41
Total due to Nonmajor Enterprise Funds from -
OthEr TUNOS.....eeeceieee et $ 12,128
Dueto Interna Service Funds from:
General FUNd .......ccoeveeeeeeceeceecee e 9,306
Uniform School Fund ...........ccccovveiiiiencciee. 250
Transportation Fund...........ccooeeeeeninencnenenees 2,116
Nonmgjor Governmental Funds..............cccceee.ee. 620
Nonmajor Enterprise FUNdS...........cocccvvevneeeennnn 157
Internal Service FUNds ........ccccvvvevecceiieiee, 216
Fiduciary FUNAS.........cccoveinierceeceeeeee 2
Total dueto Interna Service Funds from
(011 2= g 1100 $ 12,667
Due to Fiduciary Funds from:
General FUNd .......ccueeeeeeieeceeceecee e 207
Transportation Fund............ccoceeeieinienincnenee, 4,412
Nonmgjor Governmental Funds..............cccceee.ee. 30
L = [0 RN 7
Water Loan Programs...........cceeeeeeeereenereesenennens 11
Nonmajor Enterprise FUNds...........ccccovveenennenne 2
Internal Service FUNdS.........cccocevvieieiicicceee 1
Total dueto Fiduciary Funds from
OthEr TUNAS......eeevicee e $ 4,670
Total Due to/DUE froms ......ccceeeeeveeeeeieecee e $ 86,766

These balances resulted from the time lags between the dates that: 1)
interfund goods and services are provided or reimbursable
expenditures occur; 2) transactions are recorded in the accounting
system; and 3) payments between funds are made.

Interfund Loans

Interfund loans at June 30, 2002, consisted of the following (in
thousands):

Payable to General Fund from

Internal Service FUNAS.......coovevveeeeveeeeeseeeeeenan $ 44,638
Payable to Internal Service Funds from

Centennial Highway Fund ............ccovviniinens 2,478
Payable to Nonmajor Enterprise Funds from

Internal Service FUNdS.........ccooveeveirneneniene 80
Totd Interfund Loans Receivable/Payable ............ $ 47,196

The interfund loans receivabl e/payabl e balances consist of revolving
loans with Internal Service Funds. The balance of $47.196 million
includes $21.985 million which is not expected to be repaid within
one year.
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NOTE 8. CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2002, was as follows (in thousands):

Beginning Ending
Balance Additions Deletions Balance

Governmental Activities:
Capital Assets not being Depreciated:

Land and Related ASSELS ........cceereririeeecnirinienenes $ 561,173 $ 46,459 $  (367) $ 607,265

INfrastruCture .......covvveieeie e 7,186,028 161,546 (1,318) 7,346,256

Construction-1N-Progress..........c.ccveieveneneseeseene 234,170 290,044 (264,303) 259,911
Total Capital Assets not being Depreciated.............. 7,981,371 498,049 (265,988) 8,213,432
Capital Assets being Depreciated:

Buildings and Improvements............ccocovveenneeenn 895,659 22,578 (2,714) 915,523

INfrastruCture .......covvveeiieseeeee e 9,386 2,187 5) 11,568

Machinery and EQUIpMENt...........ccoevvneeeneenneecnn 434,075 44,766 (44,669) 434,172
Total Capital Assets being Depreciated..................... 1,339,120 69,531 (47,388) 1,361,263
Less Accumulated Depreciation for:

Buildings and Improvements............ccoccovveerneeenn (260,684) (24,847) 2,120 (283,411)

INFrastruCtUre ........cvevveeeeeee e (2,992) 373 — (3,365)

Machinery and EQUIpPMENt..........cccoevvneeeneenneecnn (262,603) (43,220) 39,068 (266,755)
Total Accumulated Depreciation ...........cocevvveereeeene. (526,279) (68,440) 41,188 (553,531)
Total Capital Assets being Depreciated, Net ............ 812,841 1,091 6,200 807,732
Governmental Activity Capital Assets, Net.............. $ 8,794,212 $ 499,140 $(272,188) $ 9,021,164
Business-type Activities:
Capital Assets not being Depreciated:

Land and Related ASSELS..........oeenerinineecnirerieines $ 10,352 $ 2,359 $ (516) $ 12,195

Construction-IN-Progress.............ccccceveinececrncne. 300 880 (27) 1,153
Total Capital Assets not being Depreciated.............. 10,652 3,239 (543) 13,348
Capital Assets being Depreciated:

Buildings and Improvements............ccoceveererennene. 22,564 8,067 (48) 30,583

Machinery and EQUIpPMENt...........ccoevveereneeereneene 10,981 928 (925) 10,984
Total Capital Assets being Depreciated.................... 33,545 8,995 (973) 41,567
Less Accumulated Depreciation for:

Buildings and Improvements..........c.ccceeevrvennnne (4,277) (661) 44 (4,894)

Machinery and EQUIpMENt...........cccveerrecenrecnnene (6,931) (1,616) 599 (7,948)
Total Accumulated Depreciation ..........ccoceeeerveeneenes (11,208) (2,277) 643 (12,842)
Total Capital Assets being Depreciated, Net ............ 22,337 6,718 (330) 28,725
Business-type Activity Capital Assets, Nét .............. $ 32,989 $ 9,957 $ (873) $ 42,073

Construction-in-progress of governmental activities includes amounts for buildings the State is constructing for colleges and universities
(component units) that are funded by state appropriations or state bond proceeds. As the buildings are completed, the applicable amounts are
deleted from construction-in-progress of governmental activities and “transferred” to the colleges and universities. For fiscal year 2002, $78.53
million of buildings were completed for colleges and universities. On the government-wide statement of activities, the building “transfers’ are
reported as higher education expenses of governmental activities and as program revenues of component units.
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Depreciation expense of governmental activities was charged to functions as follows (in thousands):

$ 8,101

4,397

5,911

2,748

4,571

Health and Environmental Quality..........cccccocceenunee. 2,139

Higher EJUCALION ........cooveviiieinicesecreeeeeeeee 1

Employment and Family Services..........ccoceevvevnnne. 1,947

Natural RESOUICES.......cocveeeeieeeeecre et 4,978

Community and Economic Development.................. 494

Business, Labor, and Agriculture............ccoceeeeennenne. 1,212

Public EQUCEEION.........cccoiiieireieeeee e 947

TranSPOratioN ......cceveeeeieeeeeeee e 10,869
Depreciation on capital assets of the State’s internal
service funds is charged to the various functions

based on their usage of the asseats..........ccccvevvennene 20,125

07 $ 68,440

Discretely Presented Component Units

The following table summarizes net capital assets reported by the discretely presented component units (in thousands):

Utah University Utah Nonmaj or
Housing of State Component
Corporation Utah University Units Total

Capital Assets not being Depreciated:

Land and Related ASSELS.......ccovueveeeeneneninicienenes $ 250 $ 17,267 $ 9,622 $ 54,395 $ 81534

Construction-IN-Progress..........ccoeeevereneennenens — 134,054 14,355 18,635 167,044
Total Capital Assets not being Depreciated............. 250 151,321 23,977 73,030 248,578
Capital Assets being Depreciated:

Building and Improvements............cccooeeeeenirennne 1,302 952,392 316,437 761,001 2,031,132

INFraStIUCEUNE.......ccvveevee et — 93,408 32,826 41,461 167,695

Machinery and Equipment ..........cccocevvvenenceenne 1,055 554,149 143,741 146,439 845,384
Total Capital Assets being Depreciated................... 2,357 1,599,949 493,004 948,901 3,044,211
Less Total Accumulated Depreciation..................... (1,370) (723,459) (209,936) (338,256) (1,273,021)
Total Capital Assets being Depreciated, Net........... 987 876,490 283,068 610,645 1,771,190
Discretely Presented Component Units —

Capital ASSELS, NEL ..o $ 1,237 $ 1,027,811 $ 307,045 $ 683,675 $ 2,019,768
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The State had long-term construction project commitments totaling $164.301 million at June 30, 2002. The following construction projects have
remaining commitments and represent reservations of fund balance in the Capital Projects Fund (a nonmgjor governmental fund):

Capital Projects Fund
Construction Project Commitments

(Expressed in Thousands)
Remaining
Construction
Proj ect Description Commitment
01020 Four Campus ClasSroOm PrOJECL..........ccruerirreeireinieesiee s $ 49,513
01074 New Legislative BUITAINGS.......ccciiirieirrcirieie s 38,911
00253 Snow College — Performing ArtS BUIAING .......covevreieiinieinceseres e 14,021
98239 State Hospital — Rampton Building Phase [ ..o 9,745
99219 USU — Edith Bowen School Renovati On/EXPaNSION .........cc.eieeerieeeeeieeneseesie e see e eeesneenas 9,138
01084 SOIdier HOIOW GOIT COUISE ...ttt ettt ettt ettt et e et e s e s ebeeenbeesaeeebeseneeesnreesnnas 7,722
01007 ABC — WarehOUSE EXPANSION.......c.coueiuiiiirierieieeieeeeeieste st seesae e e essessestesteseessenseeenessessessessessenean 7,208
00017 Courts — NEW LOGaN FACIHILY ....cveviiieeiieiieeee e 6,778
97097 State Capitol Remodel Planning/DESIgN......ccoveireeirrierrieesreesreeseee e es 2,025
01105 Dixie College — Gardner Center Food Services Addition ...........ccceoeeeeeenineneseseeeeeee e 1,618
01026 USU — Natural Resources Building |1 RENOVELION ..........cccoeiiiiiereeeeeeee e 1,181
— AL ONEIS....eecee bbb bbbt bbbt ettt b et 16,441
TOtAl COMMUTMENES.....cviiveieee ettt ettt st e et esbe e saesbe e besbe st e sbeesbesbeeseesresneesresnenan $ 164,301
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NOTE 9. LEASE COMMITMENTS

The State leases office buildings and office and computer
equipment. Although the lease terms vary, most leases are subject
to annual appropriations from the State L egislature to continue the
lease obligations. If an appropriation is reasonably assured, leases
are considered noncancellable for financial reporting purposes.

Leases that in substance are purchases are reported as capital lease
obligations. In the government-wide financia statements and
proprietary fund financia statements, assets and liabilities resulting
from capital leases are recorded at the inception of the lease at either
the lower of fair value or the present value of the future minimum
lease payments. The principal portion of |ease payments reduces the
liability, and the interest portion is expensed.

On the governmental fund financial statements, both the principal
and interest portions of capital lease payments are recorded as
expenditures of the applicable governmental function.

The primary government's capital lease payments were
$1.148 million in principal and $1.205 million in interest for fiscal

year 2002. The historical cost and accumulated depreciation of the
primary government’s assets acquired through capital |eases were
$22.8 million and $5.6 million, respectively, as of June 30, 2002.

Operating leases contain various renewal options, as well as some
purchase options. However, due to the nature of the leases, they do
not qualify as capital leases and the related assets and liabilities are
not recorded. Any escaation clauses, sublease rentals, and
contingent rents were considered immaterial to the future minimum
lease payments and current rental expenditures. Operating lease
payments are recorded as expenditures or expenses when paid or
incurred.

Operating lease expenditures for fiscal year 2002 were
$31.163 million for the primary government and $17.609 million
for component units. For fiscal year 2001, the operating lease
expenditures were $26.335 million for the primary government and
$13.330 million for component units. Future minimum lease
commitments for noncancellable operating |eases and capital leases
as of June 30, 2002, were as follows:

Future Minimum L ease Commitments
(Expressed in Thousands)

Operating L eases

Capital Leases

Primary Gover nment

Primary Component Governmental Businesstype  Component

Fiscal Year Government Units Total Activities Activities Units Total
2003....ccccvreiene $ 17,827 $ 15,829 $ 33,656 $ 2,365 $ 83 $ 15,797 $ 18,245
2004 ..o 15,348 13,854 29,202 2,358 20 14,335 16,713
2005 11,036 12,021 23,057 2,365 — 9,873 12,238
2006 ......ccovveuine 8,690 10,588 19,278 2,361 — 6,803 9,164
2007 .ooooviirerienns 4,749 8,697 13,446 2,280 — 4,733 7,013
2008-2012......... 5,848 26,145 31,993 6,537 — 46,889 53,426
2013-2017 ........ 1,786 4,810 6,596 2,365 — 1,256 3,621
2018-2022 ........ 338 199 537 1,024 — — 1,024
2023-2027 ........ 160 156 316 611 — — 611
2028-2032......... — 45 45 — — — —
Total Future

Minimum Lease

Payments....... $ 65,782 $ 92,344 $ 158,126 22,266 103 99,686 122,055
Less Amounts Representing INerest .........ooveeeeeeeeenenesere e (7,240) ) (22,299) (29,546)
Present Value of Future Minimum Lease Payments.............c.coceeeeeeee. $ 15,026 $ 96 $ 77,387 $ 92,509
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NOTE 10. LONG-TERM LIABILITIES

A. Changesin Long-term Liabilities

Changesin long-term liabilities for the year ended June 30, 2002, are presented in the following schedule. As referenced below, certain long-term

liabilities are discussed in other Notes to the Financia Statements.

Long-term Liabilities
(Expressed in Thousands)

Amounts
Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Governmental Activities
General Obligation Bonds............ccccevveeccniriniennn $ 1,146,000 $ 629,200 $ (300,800) $ 1,474,400 $ 97,550
State Building Ownership Authority
Lease Revenue Bonds............ccceevvvnicecncnninicnne, 238,278 115,633 (11,533) 342,378 12,143
Net Unamortized Premiums/(Discounts)................ — 29,153 (1,511) 27,642 —
Capital Leases (NOte 9) ......cveveerererereeieieerereieieienes 16,174 — (1,148) 15,026 1,193
Compensated Absences (Notes 1 and 18)............... 127,142 59,633 (51,234) 135,541 56,585
Postemployment Benefits (Note 18)..........cccoeeenee 179,801 44,386 (10,554) 213,633 10,544
Claims (NOLE 19) .....ccevervrreeeireriieieeresiee e 118,726 309,131 (301,148) 126,709 50,891
Arbitrage Liability (NOt€ 1) .....ccoovevrererreirrccrenes 854 7 (762) 99 —
Total Governmental Long-term Liabilities................. $ 1,826,975 $ 1,187,143 $ (678,690) $ 2,335,428 $ 228,906
Business-type Activities
Revenue BONGS.........ocueueeririnieeeenesieieesesieieiees $ 1,041,180 $ 202,360 $ (12,080) $ 1,231,460 $ 37,605
State Building Ownership Authority
Lease Revenue Bonds...........ccoeveeveeieieecieceneenne 11,800 11,540 (482) 22,858 517
Net Unamortized Premiums/(Discounts)................. (11) 293 (13) 269 —
Capital Leases (NOte9) ......ccvvveerreererrerenrecreeeneane 168 — (72) 96 83
Arbitrage Liability (NOt€ 1)......ovuevrereneriririiinenens 31,850 5,689 (709) 36,830 12
Total Business-type Long-term Liabilities.................. $ 1,084,987 $ 219,882 $ (13,356) $ 1,291,513 $ 38217
Component Units
Revenue BONAS.........ceueueerereeieeenenieieeeseseeieiees $ 1,453,935 $ 332,706 $ (212,034) $ 1,574,607 $ 121,812
Net Unamortized Premiums/(Discounts)................. (90) 193 (12) 92 —
Capital Leases/Contracts Payable (Notes 9 and 10) 87,373 24,481 (30,934) 80,920 12,059
Notes Payable.........cooeeiennniecierecereeeens 23,339 5,990 (3,786) 25,543 7,248
L eave/Postemployment Benefits (Notes 1 and 18). 56,733 25,661 (15,672) 66,722 18,275
Total Component Unit Long-term Liahilities............. $ 1,621,290 $ 389,031 $ (262,437) $ 1,747,884 $ 159,394

Compensated absences and postemployment benefits liabilities of governmental activities are liquidated in the General Fund, Uniform School
Fund, or Transportation Fund according to the applicable employing state agency. Claims liabilities of governmental activities are liquidated in

the applicable internal service fund.

B. General Obligation Bonds

The State issues general obligation bonds to provide funds for
acquisition, construction, and renovation of major capital facilities,
highways, and water management for governmental activities. In
addition, genera obligation bonds have been issued to refund
general obligation bonds, revenue bonds, and capitalized leases.
Genera obligation bonds are secured by the full faith and credit of
the State. Debt service requirements are provided by legislative
appropriation from the State’'s general tax revenues. As of June 30,
2002, the State had $85.25 million and $56 million of authorized but
unissued general obligation building and highway bond
authorizations remaining, respectively.

During fiscal year 2002 the State issued $348 million Series 2001 B
general obligation bonds. The proceeds were used to refund
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$208 million of variable rate bonds, provide funds for certain
highway projects, and various other construction projects. The State
alsoissued $281.2 million Series 2002 A generd obligation bonds.
The proceeds were used for various state building and highway
projects.

During fiscal year 2002, the State's average interest rate for the

Series 1999 A & C variable rate bonds was 1.61 percent, thereis no
stated minimum rate, but the maximum rate is 10 percent. Therate
on the bondsis reset weekly by the remarketing agent and fluctuates
with the general changes in interest rates and the demand for these
particular securities. In the general obligation bond debt service
requirements to maturity schedule, the interest rate used to project
debt service requirements was 1.15 percent, which was the rate in
effect at yearend.
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Genera Obligation Bonds Payable consist of the following:

General Obligation Bonds Payable
(Expressed in Thousands)

Date Maturity I nterest Original Balance
Bond Issue I'ssued Date Rate I'ssue June 30, 2002
1996 Capital Facility ISSUE.........ccovvevreeireeiene 07/01/96 2002 5.00% $ 20,000 $ 20,000
1997 ABCDE Highway/Capital Facility Issue..  07/01/97 2001-2012 4.80% to 5.50% $200,000 191,750
1997 F Highway ISSUE.......c.ceveneririciecirreriie 08/01/97 2001-2012 5.00% to 5.50% $205,000 192,375
1998 A Highway/Capital Facility Issue............. 07/07/98 2001-2012 5.0% $265,000 238,075
1999 A & C Highway ISSUE......cccvrvrveeireiene 05/20/99 2012-2013 veriable $358,000 150,000
1999 E Capital Facility ISSUE.......cccovrvrevreerenne 07/01/99 2004 4.50% $ 38,000 38,000
2001 A Capital Facility Issue.........ccccceeererirnnnee 01/24/01 2004 4.0% $ 15,000 15,000
2001 B Highway/Capital Facility Issue............. 07/02/01 2004-2014 4.50% $ 348,000 348,000
2002 A Highway/Capital Facility Issue............. 06/27/02 2003-2015 3.00% to 5.25% $281,200 281,200
Total General Obligation
Bonds Outstanding..........cccceerereverrenenn 1,474,400
Plus Unamortized Premium. ...................... 23,971
Total General Obligation
Bonds Payable..........ccccccenrncccnnnns $ 1,498,371
General Obligation Bond I ssues
Debt Service Requirementsto Maturity
For Fiscal YearsEnded June 30
(Expressed in Thousands)
Principal
1997 A-E 1998 A
1996 Highway/ 1997 F Highway/ 1999 A& C 1999 E
Fiscal Capital Capital Highway Capital Highway Capital
Year Facility Facility Bonds Facility Bonds Facility
2003.......co... $ 20,000 $ 33,700 $ 13,325 $ 30,525 $ — $ —
2004 .............. — 49,175 14,075 38,150 — —
2005........o..... — 9,675 14,825 14,975 — 38,000
2006 .............. — 10,200 15,625 15,850 — —
2007 .....ccounee — 10,775 16,475 16,775 — —
2008-2012.... — 63,325 95,925 98,800 — —
2013-2017 .... — 14,900 22,125 23,000 150,000 —
Totd ...... $ 20,000 $191,750 $ 192,375 $238,075 $150,000 $ 38,000
Continues Below
Principal
2001 B 2002 A
2001 A Highway/ Highway/ Total Total
Fiscal Capital Capital Capital Principal Interest Amount
Year Facility Facility Facility Required Required Required
2003......ccoee.. $ — $ — $ — $ 97,550 $ 61,599 $ 159,149
2004 .............. — — 14,160 115,560 55,859 171,419
2005......cccenuee 15,000 41,425 4,850 138,750 49,443 188,193
2006 .............. — 34,900 45,740 122,315 43,373 165,688
2007 .....ccounee — 33,250 48,075 125,350 37,135 162,485
2008-2012.... — 188,800 74,175 521,025 107,390 628,415
2013-2017 .... — 49,625 94,200 353,850 16,055 369,905
Totd ...... $ 15,000 $ 348,000 $ 281,200 $ 1,474,400 $ 370,854 $ 1,845,254
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C. RevenueBonds

Revenue bonds payable consst of those issued by the Utah State
Building Ownership Authority, the Utah State Board of Regents
Student Loan Purchase Program, the State's Water Loan Programs, the
Utah Housing Corporation, and the various colleges and universities.
These bonds are not considered generd obligations of the State.

Governmental Activities

The Utah State Building Ownership Authority (SBOA) has issued
bonds for the purchase and construction of facilities to be leased to
state agencies. The bonds are secured by the facilities, and repayment
is made from lease income. The outstanding bonds payable at June 30,
2002, are reported as a long-term ligbility of the governmental
activities, except for $21.844 million and $1.235 million which are
reported in Alcoholic Beverage Control Fund, and Utah Correctional
Industries Fund (nonmajor enterprise funds), respectively. These
portions are reported asliabilities of the business-type activities on the
government-wide statement of net assets.

During fiscd year 2002, the average interest rate for the SBOA Series
2001 C variable rate bonds was 1.35 percent (based on an annudized
rate from the bondsissuance), thereis no stated minimum rate, but the
maximum rate is 12 percent. The rate on the bond is reset weekly by
the remarketing agent and fluctuates with the general changes in
interest rates and the demand for these particular securities. In the
applicable debt service requirements to maturity schedule, the interest
rate used to project debt service requirements was 1.15 percent, which
wastheratein effect at yearend.

Business-type Activities

The Utah State Board of Regents Student Loan Purchase Program
bonds were issued to provide funds for student loans and are

secured by al assets of the Board of Regents Revenue Bond Fund
and by the revenues and receipts derived from such assets. The
Board of Regents has also issued a revenue bond for an office
facility secured by funds within the Board of Regents budget, that
would otherwise be expended for rent.

The Student Assistance Programs have $240.555 million of bonds
bearing interest at an adjustable rate, which is determined weekly by
aremarketing agent. The Programs also have adjustable rate bonds
which are set by an auction procedure every 28 daysin the amount
of $312.1 million and $537.6 million of bonds which are auctioned
every 35 days.

The State's water loan programs have issued revolving loan
recapitalization program bonds to provide capital for the State's
revolving loan programs, and subsequently has refunded one of the
bonds. The bonds are secured by and repayment is made from the
collection of the revolving loan programs’ notes receivables.

Discrete Component Units

The Utah Housing Corporation bonds were issued to provide
sources of capital for making housing loans to persons of low or
moderate income. The bonds are secured by mortgages, and
repayments are made from the mortgage payments.

The colleges and universities issue bonds for various purposes,
including student housing, specia events centers, and student union
centers. The bonds are secured by the related assets, student
building fees, and other income of certain college activities.

Revenue bonds payable consist of the following:

Revenue Bonds Payable — Component Units
(Expressed in Thousands)

Date Maturity Interest Original Balance
Bond Issue Issued Date Rate Issue June 30, 2002

Utah Housing Corporation Issues............... 1986-2002 2002-2044 2.55% to 10.55% $ 2,469,052 $ 1,227,422
Colleges and Universities

Revenue Bonds...........ccoeeveevererenenenennns 1987-2002 2003-2031 2.5% to 8.49% $ 451,365 347,185

Total Revenue Bonds Outstanding ..... 1,574,607
Colleges and Universities

Add Unamortized Premiums/Discounts. 92

Total Revenue Bonds Payable............ $ 1,574,699
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Revenue Bonds Payable — Primary Gover nment
(Expressed in Thousands)

Date Maturity I nterest Original Balance
Bond Issue Issued Date Rate I ssue June 30, 2002
Governmental Activities
SBOA Lease Revenue Bonds:
SErieS1992 A ... 07/15/92 1993-2011 5.30% to 5.75% $ 26,200 $ 17,095
SerieS1992 B ....eeeceeeeeeeeeeeeee e 07/15/92 19942011 4.0% to 6.0% $ 1,380 930
SerieS1993 A 12/01/93 1995-2013 4.5% 10 5.25% $ 6,230 4,265
SerieS1993 B ...vveeeeeeeeeeeeeeee e 12/01/93 19952014 4.5% 10 5.25% $ 8,160 5,790
SErieS1994 A ... 09/01/94 1995-2018 5.0% to 6.25% $ 27,465 4,935
SerieS1995 A ... 07/01/95 1996-2018 5.0% t0 5.75% $ 92,260 18,715
SEiES1996 A ..o 07/01/96 1997-2019 5.5% to 6.0% $ 42,895 8,705
Series1996 B, 11/01/96 19992013 5.0%t0 5.4% $ 16,875 13,495
SErieS1998 A ... 07/01/98 1999-2020 3.75% to 5.25% $ 24,885 18,210
Series 1998 B Capital Appreciation ..... 07/22/98 2005 4.65% $ 23,001 27,676
SerieS1998 C...ovvevveeeceecece e 08/15/98 2000-2019 3.8% to 5.5% $ 101,557 101,422
SerieST1999 A ... 08/01/99 2001-2021 5.25% to 5.50% $ 6,960 6,770
SErieS2001 A ..o 11/21/01 2005-2021 4.00% to 5.00% $ 69,850 69,850
SerieS2001B....oeeeeeeeeeceeeee e 11/21/01 2002-2024 3.00% to 5.75% $ 14,240 14,220
SerieS 2001 C..uereecececececeeee e 11/21/01 2005-2021 variable $ 30,300 30,300
Total Lease Revenue Bonds Outstanding.. 342,378
Unamortized Bond Premium..................... 3,671
Total Lease Revenue Bonds Payable......... $ 346,049
Business-type Activities
Student Assistance Programs:
Series 1988 and 1993 Board of Regents
Student Loan Indentures................... 1988-2002 1998-2041 Variable and $1,250,750 $ 1,219,230
4.45% to 6.7%
Office Facility Bond Fund............c..c........ 02/01/02 2003-2022 3.5% to0 5.125% $ 8,095 8,095
Total Revenue Bonds Outstanding............ 1,227,325
Unamortized Bond Premium..................... 48
Total Revenue Bonds Payable................... $ 1,227,373
Water Loan Programs:
Series 1992 A Revolving Loan
Recapitaization Program.................. 04/15/92 1993-2004 4.00% to 6.6% $ 5065 $ 1,115
Series 1995 Water Refunding................ 10/04/95 1996-2005 5.125% $ 8,430 3,020
Total Revenue Bonds Payable................... $ 4,135
SBOA Lease Revenue Bonds:
SerieS1994 A ... 09/01/94 1995-2014 5.0% to 6.25% $ 3,450 $ 475
SerieS1995 A ... 07/01/95 19962015 5.0%t0 5.7% $ 740 170
SerieS1996 A ... 07/01/96 19982017 5.5% to 6.0% $ 1,830 380
SErieS1997 Ao 12/01/97 1999-2018 4.6% t0 5.125% $ 4,150 3,665
SerieS1998 A ... 07/01/98 1999-2020 3.75% to 5.25% $ 825 725
SerieS1998 C...ovveeveeececeeeceeee e 08/15/98 2000-2019 3.80% to 5.50% $ 3543 3,538
SerieS1999 A ... 08/01/99 2001-2020 5.25% to 5.50% $ 2495 2,365
SerieS2001 B ..o 11/21/01 2004-2023 3.25% to 5.25% $ 11,540 11,540
Total Lease Revenue Bonds Outstanding.. 22,858
Unamortized Bond Premium..................... 221
Total Lease Revenue Bonds Payable......... $ 23,079
Total Business-type Lease Revenue/
Revenue Bonds Payable........................ $ 1,254,587
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Revenue Bond | ssues— Primary Government
Debt Service Requirementsto Maturity
For Fiscal Years Ended June 30
(Expressed in Thousands)

Principal
1992 A 1992 B 1993 A 1993 B 1994 A 1995 A
1992 A Utah State  Utah State Utah State  Utah State  Utah State  Utah State
Student Revolving Building Building Building Building Building Building
Fiscal Assistance Loan Recap Ownership Ownership Ownership Ownership Ownership  Ownership
Year Programs Program Authority Authority Authority Authority Authority Authority
2003........co.... $ 36,110 $ 540 $ 1,310 $ 70 $ 300 $ 360 $1,710 $ 3,450
2004............... 4575 575 1,380 75 315 380 1,805 3,575
2005........c.u.... 8,275 — 1,460 80 330 395 1,895 3,760
2006............... 23,295 — 1,545 85 345 415 — 3,945
2007............... 5,530 — 1,640 90 360 440 — 4,155
2008-2012..... 108,745 — 9,760 530 2,120 2,565 — —
2013-2017..... 36,175 — — — 495 1,235 — —
2018-2022..... 6,365 — — — — — — —
2023-2027..... 135,000 — — — — — — —
2028-2032..... 181,055 — — — — — — —
2033-2037..... 370,100 — — — — — — —
2038-2042..... 312,100 — — — — — — —
Totd....... $1,227,325 $1,115 $17,095 $ 930 $4,265 $5,790 $5,410 $18,885
Continues Below
Principal
1996 A 1996 B 1997 A 1998 A 1998 B 1998 C 1999A
Utah State Utah State  Utah State  Utah State  Utah State  Utah State  Utah State
1995 Building Building Building Building Building Building Building
Fiscal Water Ownership Ownership Ownership Ownership Ownership Ownership  Ownership
Year Refunding  Authority  Authority  Authority  Authority  Authority  Authority  Authority
2003............... $ 955 $ 1,630 $ 945 $ 155 $ 2370 $ — $ 50 $ 300
2004............... 1,005 1,720 995 160 2,485 — 50 310
2005............... 1,060 1,820 1,040 170 2,615 27,676 55 330
2006............... — 1,905 1,095 180 705 — 1,120 345
2007.....cveenen. — 2,010 1,150 190 735 — 1,170 365
2008-2012..... — — 6,705 1,085 4,225 — 42,480 2,130
2013-2017..... — — 1,565 1,400 5,385 — 48,825 2,765
2018-2022..... — — — 325 415 — 11,210 2,590
2023-2027..... — — — — — — — —
2028-2032..... — — — — — — — —
2033-2037..... — — — — — — — —
2038-2042..... — — — — — — — —
Totd....... $ 3,020 $ 9,085 $13,495 $ 3,665 $18,935 $27,676 $104,960 $9,135
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Revenue Bond I ssues— Primary Gover nment (continued)-
Debt Service Requirementsto Maturity
For Fiscal Years Ended June 30
(Expressed in Thousands)

Principal
2001 A 2001 B 2001 C
Utah State Utah State Utah State

Building Building Building Total Total
Fiscal Owner ship Ownership Owner ship Principal Interest Amount
Year Authority Authority Authority Required Required Required
2003.....ccevenee $ — $ 10 $ — $ 50,265 $ 39887 $ 90,152
2004 .....cccvene — 395 — 19,800 37,883 57,683
2005......ccnenne 2,000 865 2,100 55,926 40,742 96,668
2006......cccrvenene 3,175 895 1,100 40,150 35,519 75,669
2007 .ccoveeivirenne 3,125 935 1,300 23,195 33,383 56,578
2008-2012........ 17,575 5,250 7,700 210,870 139,668 350,538
2013-2017 ........ 22,025 6,415 9,400 135,685 108,140 243,825
2018-2022........ 21,950 8,100 8,700 59,655 84,532 144,187
2023-2027 ........ — 2,895 — 137,895 73,959 211,854
2028-2032........ — — — 181,055 61,151 242,206
2033-2037 ........ — — — 370,100 40,579 410,679
2038-2042........ — — — 312,100 18,075 330,175

Totd .......... $ 69,850 $ 25,760 $ 30,300 $ 1,596,696 $ 713,518 $ 2,310,214

Revenue Bond | ssues— Component Units
Debt Service Requirementsto Maturity
For Fiscal Years Ended June 30
(Expressed in Thousands)

Principal
Utah University Utah Nonmaj or Total Total

Fiscal Housing of State Component Principal Interest Amount
Year Corporation Utah University Units Required Required Required
2003.....ccconenee $ 108,543 $ 6,974 $ 2,225 $ 4,070 $ 121,812 $ 78523 $ 200,335
2004 ......cccueeee. 54,426 8,009 1,996 4,346 68,777 78,916 147,693
2005.....ccoeenee. 25,347 8,659 2,101 4,635 40,742 76,968 117,710
2006 .......coc.... 28,711 9,289 2,222 4,890 45,112 74,455 119,567
2007 ..coveveiennne. 31,116 9,855 1,887 4,750 47,608 72,034 119,642
2008-2012....... 161,114 55,320 10,089 23,421 249,944 320,277 570,221
2013-2017 ...... 157,500 53,210 5,265 13,004 228,979 253,761 482,740
2018-2022...... 196,606 48,180 120 6,855 251,761 186,287 438,048
2023-2027 ...... 232,666 33,771 — 3,024 269,461 112,259 381,720
2028-2032....... 185,513 16,104 — 2,914 204,531 40,234 244,765
2033-2037 ...... 34,545 — — — 34,545 6,349 40,894
2038-2042....... 8,820 — — — 8,820 2,042 10,862
2043-2047 ...... 2,515 — — — 2,515 149 2,664

Tota ........ $ 1,227,422 $ 249,371 $ 25905 $ 71,909 $ 1,574,607 $ 1,302,254 $ 2,876,861
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D. Conduit Debt Obligations

In 1985, the State Board of Regents authorized the University of
Utah to issue Variable Rate Demand Industrial Development Bonds
for the University Park Hotel, a limited partnership separate from
the University. The bonds are payable solely from revenues of the
University Park Hotel. The bonds do not congtitute a debt or pledge
of the faith and credit of the University of Utah or the State and,
accordingly, have not been reported in the accompanying financial
statements. At June 30, 2002, $7.665 million of Variable Rate
Demand Industrial Development Bonds are outstanding.

E. Demand Bonds

The remaining $150 million Series 1999 A and C adjustable rate
bonds are subject to purchase on the demand of the holder at aprice
equal to principa plus accrued interest, on seven days notice and
delivery to the State's remarketing agent. Conversely, the State has
the ability to convert any or al of the Series 1999 A and C general
obligation bonds into fixed rate debt, upon not fewer than 15 days
notice to bondholders. The remarketing agent is paid afee equal to
.07 percent per annum of the weighted average principal amount of
each series of bonds outstanding on a quarterly basis.

In the event the bonds cannot be remarketed, the State has a
separate standby bond purchase agreement for the remaining $75
million of Series A and $75 million of Series C with Toronto-
Dominion Bank acting through its Houston Agency. The agreement
provides an amount sufficient to pay the purchase price of each of
the respective series of bonds equd to the principal and up to 39
days accrued interest at a maximum rate of 10 percent per annum.
The Standby Agreement aso contains a takeout provision for bonds
that are held by the bank upon expiration of the credit agreement
that will alow the State to convert the bonds to a two-year
installment loan with interest payable monthly and principal due at
the end of the term. If the installment provision was in place it
would cost the State $15 million in interest for both years, with
principal paid at the end, assuming all of the bonds were not
remarketed and based on the maximum rate. The Standby Agreement
isvalid through September 12, 2003.

In consideration for the Liquidity Facility, the State is charged
7.5 basis points of the principa outstanding, less any advances
outstanding on a quarterly basis. The interest rate for Liquidity
Advancesisthe Federal Funds rate plus one-half percent for the first
30 days. For advances outstanding longer than 30 days or
outstanding under the installment provision, the rate charged isthe
greater of the Federal Funds or prime rate plus a margin dependent
upon the amount of time the advance is outstanding, not to exceed
10 percent per annum. As of June 30, 2002, the State had not drawn
any funds under the Standby Bond Purchase Agreement.

The State Building Ownership Authority issued $30.3 million Series
2001 C variable rate demand |ease revenue bonds. The bonds are
subject to purchase upon not less than seven days notice of tender
from the bondholder or in case the bonds cannot be remarketed. The
remarketing agent is paid a fee of 5 basis points of the bonds
outstanding on a quarterly basis.

In the case that the bonds cannot be remarketed, the SBOA has a
irrevocable direct pay letter of credit with Landesbank Hessen-
Thuringen Girozentrale (Helaba) acting through its New York
Branch in the amount of $30.828 million, which is an amount
sufficient to pay principal and 53 days of accrued interest at
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12 percent. In consideration for the letter of credit, Helabareceives
afee of 17.5 basis points paid on a quarterly basis. The letter of
credit expires on November 21, 2004, and as of June 30, 2002, the
SBOA has not had to draw any funds for bondholder tenders or a
failed remarketing.

The letter of credit aso has a takeout provision for bonds that
allows the SBOA to pay the bonds that Helaba holds (bank bonds)
over afive-year period in approximately equal payments. Therate
in effect for bank bonds for the first 90 days is the base rate, which
isthe higher of the Federal Funds rate plus 50 basis points or the
Prime Rate, up to amaximum of 12 percent per annum. The interest
rate for bank bonds held longer than 90 days is the base rate plus
2 percent. If the takeout provision were in effect and assuming all
the bonds were not remarketed, the SBOA would pay debt service
of $8.406 million ayear for five years, based on the maximum rate.

The Student Loan Purchase Program had $240.555 million of
demand bonds outstanding at June 30, 2002, subject to purchase on
the demand of the holder at a price equal to principal plus accrued
interest, on seven days notice and delivery to the Board's
remarketing agent.

In the event bonds cannot be remarketed, the Board has standby
bond purchase agreements and aletter of credit agreement sufficient
to pay the purchase price of bonds delivered to it. The Board pays
quarterly fees to maintain the standby bond purchase agreements
and |etter of credit on the demand bonds.

An unused irrevocable direct-pay letter of credit expiring
November 15, 2004, in the amount of $37.462 million supports the
Series 1993 A bonds of $35 million. The standby bond purchase
agreements include the amount of $110.677 million expiring
November 15, 2005, to support Series 1988 C and 1995 L bonds of
$104.5 million, and the amount of $108.42 million expiring May 16,
2005, to support the Series 1996 Q and 1997 R bonds of
$101.055 million. As of June 30, 2002, the Board had not drawn
any funds under the standby bond purchase agreements or the | etter
of credit.

The University of Utah (component unit) Series 1997 A bondsin the
amount of $18.59 million currently bear interest a a weekly rate in
accordance with bond provisions. When aweekly rateisin effect, the
Series 1997 A bonds are subject to purchase on the demand of the
holder at a price equal to principd plus accrued interest on seven days
notice and delivery to the University’s tender agent. The interest
requirement for the Series 1997 A Bonds is caculated using an
interest rate of 3 percent, which istherate in effect of June 30, 2002.

In the event the bonds cannot be remarketed, the tender agent is
required to draw on an irrevocable letter of credit to pay the
purchase price plus accrued interest on the bonds delivered to it.
The letter of credit with the Bank of Nova Scotiais valid through
June 30, 2005. As of June 30, 2002, the University had not drawn
any funds under the letter of credit.

F. Capital Appreciation Bonds

On August 15, 1998, the Utah State Building Ownership Authority
issued $23.091 million of 1998 Series B Capital Appreciation lease
revenue bonds. Theinterest on the bonds is accreted and added to the
bonds payable. The accretion for the year ended June 30, 2002, was
$1.243 million, and a June 30, 2002, the total capital appreciation
bonds payable including accreted interest was $27.676 million.
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G. Defeased Bondsand Bond Refunding

The State issued on July 2, 2001, Genera Obligation Bond Series
2001 B to refund $208 million of its Series 1999 A, B, C, and D
variable rate debt to lock in afixed long-term rate. The variable rate
debt was repaid on a bond interest payment date resulting in a
current refunding. The variable rate debt had no minimum interest
rate, but had a maximum interest rate of 10 percent; the refunding
bonds have an effective interest rate of 4.18 percent. Because the
refunded debt had a variable rate, no attempt has been made to
calculate the cash flow savings or economic savings related to this
transaction. The State did not have any prior defeased General
Obligation bonds outstanding.

In prior years, the State defeased certain revenue bonds by placing
the proceeds of new bonds and other monies available for debt
service in irrevocable trusts to provide for al future debt service
payments on the old bonds. Accordingly, the trust account assets
and the ligbility for the defeased bonds are not included in the

Statement of Net Assets. At June 30, 2002, $105.615 million
revenue bonds outstanding are considered defeased.

In prior years, component units defeased certain revenue bonds by
placing the proceeds of new bonds and various bond reserves in
irrevocable trusts to provide for all future debt service payments on
the old bonds. Accordingly, the trust account assets and the liability
for the defeased bonds are not included in the component unit
column on the Statement of Net Assets. At June 30, 2002,
$35.57 million of college and university bonds outstanding and
$6.25 million Utah Housing Corporation bonds outstanding are
considered defeased.

H. NotesPayable

The notes payabl e balance consists of notes issued by component
units for the purchase of buildings and equipment. The notes bear
various interest rates and will be repaid over the next 30 years. They
are secured by the related assets.

Notes Payable Debt Service Requirementsto Maturity
Component Units
For Fiscal Years Ending June 30
(Expressed in Thousands)

Principal
University Utah Nonmaj or Total Total

Fiscal of State Component Principal Interest Amount
Year Utah University Units Required Required Required
2003 ... $ 402 $ 5723 $ 1123 $ 7,248 $ 1,351 $ 8599
2004 ...t 436 330 760 1,526 1,249 2,775
2005 ... 473 291 345 1,109 1,171 2,280
2006 ..o 419 293 329 1,041 1,103 2,144
2007 ..ottt 357 252 321 930 1,041 1,971
2008-2012.......cooueeriierereeirienenens 2,304 864 1,908 5,076 4,158 9,234
20132017 ..oovreeeiririeineeeienene 3,492 — 899 4,391 2,473 6,864
20182022 ......overvirrieieirerieinene 3,175 — 544 3,719 659 4,378
20232027 ..o — — 423 423 68 491
2028-2032......cenereriieneinineriens — — 80 80 3 83

TOta o $ 11,058 $ 7,753 $ 6,732 $ 25543 $ 13,276 $ 38,819

I.  Contracts Payable

Component unit capital leases/contracts payable include $3.531 million in life annuity contracts.
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NOTE11. GOVERNMENTAL FUND BALANCES —RESERVED AND DESIGNATED

The State’s reserved fund balances represent: 1) Nonlapsing Appropriations which include continuing appropriations or nonlapsing funds,
encumbrances for construction contracts in the capita projects funds, and limited encumbrancesin the general and special revenue funds; or 2)
Restricted Purposes which include fund balances that are legally restricted for other purposes, assets restricted by bond agreements or other
external restrictions, and those portions of fund balance that are not available for appropriation or expenditure, such asloansto internal service
funds. A summary of the nature and purpose of these reserves by fund type at June 30, 2002, follows:

Reserved Fund Balances

(Expressed in Thousands)
Nonlapsing Restricted Total
Appropriations Purposes Reserved
General Fund:
LEGISAtUr ..o $ 3,087 $ — $ 3,087
(€10)Y/5 ¢ 1[0 R 4,876 1,936 6,812
Elected OfficialS.....c.coveevvveeiececiecreieevne 1,877 369 2,246
Administrative Services.........ooveeeeieeeeiiieenne 3,400 22 3,422
Tax COMMISSION .....oceveririeiieeeeeeeee e 6,255 10,396 16,651
HUMAN SEIVICES .....c.vveevieceece e 3,651 5,580 9,231
COITECLIONS. .....eveeeeeceie et 1,557 — 1,557
Public Safety.......cccovvievevieieeeececececes 5,385 6,471 11,856
COUMS oottt ettt sre s 1,829 3,382 5211
[ (572 11 TR 3,937 2,020 5,957
Environmental Quality........ccccceeveveiiiiiennns 1,841 2,191 4,032
Employment and Family Services................. — 6,852 6,852
Natural RESOUICES........ccvveveireerecreecreceeerenes 17,231 17,404 34,635
Community and Economic Development ..... 2,293 4,376 6,669
Business, Labor, and Agriculture.................. 8,195 3,470 11,665
Industrial Assistance Account..............ceeve.ne — 20,372 20,372
Loansto Internal Service Funds.................... — 44,638 44,638
Tobacco Settlement Funds...........ccccvvevenees — 12,338 12,338
Qil Overcharge Funds.........cccceevevieveiiiennns — 8,885 8,885
Other PUIPOSES.......ccccvivieieieecieeeees e 200 5,158 5,358
TOtAl oo e $ 65614 $ 155,860 $ 221,474
Uniform School Fund:
Minimum School Program.............ccceevevvenee. $ 20,443 $ — $ 20,443
State Office of Education...........ccc.ccveevenne.. 5,802 137 5,939
School Building Program...........cccccceeeveennene — 9,926 9,926
School Land INterest.......ccoeeevveeveeecveecveenenn, — 7,583 7,583
TOtAl oo $ 26,245 $ 17,646 $ 43,891
Transportation Fund:
Transportation...........cceeeveeeveeeeeresiceeereenas $ 2,238 $ — $ 2,238
Public Safety.......ccoevevieiiiceseceeeee e — 6,021 6,021
Corridor Preservation...........ccoeeevveeeeeeveeinnnne — 18,845 18,845
Aeronautical Programs..........ccccceeveveevveeennne. — 7,685 7,685
Salt Lake County Road Construction............ — 10,768 10,768
TOtAl oo $ 2238 $ 43319 $ 45557
Centennial Highway Fund:
Bond ProCeeds.......cooveeeeieeeeiceceese e $ — $ 158,808 $ 158,808
Trust Lands Fund:
Funds Held as Permanent Investments.......... $ — $ 360,376 $ 360,376
Other Governmental Funds:
Capital Projects.......ccovvrriereeenesenesnreseeennns $ 164,300 $ 87,928 $ 252,228
DEDE SEIVICE.....ecveieeeeeieteee et — 14,709 14,709
Tobacco Settlement Funds.........c.cccvveveeeeee. — 41,531 41,531
Environmental Reclamation..........c..ccccccu..... — 17,029 17,029
Other PUIMPOSES......ooveeeeeirienie e — 6,437 6,437
TOtAl oo $ 164,300 $ 167,634 $ 331,934
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Designated Fund Balances
(Expressed in Thousands)

Uniform Other Total
General School Transportation ~ Governmental Governmental
Fund Fund Fund Funds Funds

Designated for:
Budgetary Reserve (Rainy Day) Account ... $ 19,453 $ — $ — $ — $ 19,453
Postemployment and Other Liahilities........ 124,026 138,328 39,165 — 301,519
Fiscal Year 2003 Appropriations................. 3,072 — — 657 3,729
Capital Projects......coovveveeeiisecesieieeenens — — — 52,959 52,959
DEBt SEIVICE.....ooeceeeeceeece e — — — 8,173 8,173

TOtAl oo $ 146,551 $138,328 $ 39,165 $ 61,789 $385,833
NOTE 12. DEFICIT NET ASSETS July 1, 1994, the employer or its insurance carrier is liable for

Funds reporting a deficit total net assets position at June 30, 2002,
are (in thousands):

Private Purpose Trust Funds:
Employers Reinsurance ..........cccccveeeeeveenenn.
Petroleum Underground Storage Tank ..........

$ 266,642
$ 60,718

The deficit in the Employers Reinsurance Trust represents the
unfunded portion of the actuarial estimate of clamsincurred. The
Employers’ Reinsurance Trust claims are funded from assessments
on workers compensation insurance. The Utah Labor Commission
sets the rate up to the maximum established by the Legislature to
keep current revenues at a level sufficient to cover current cash
disbursements. State law limits the State's liability to the cash or
assets in the Employers Reinsurance Trust only. State law also
limits the Trust's liability to claims resulting from industria
accidents or occupational diseases occurring on or before June 30,
1994. For claims resulting from accidents or diseases on or after
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resulting liabilities.

The Petroleum Underground Storage Tank Fund covers the clean-up
costs of |eaks from state-approved underground petroleum storage
tanks. The assets in the fund are more than adequate to pay current
claims. Unfunded future claims will be funded by future revenues.

Funds/activities reporting a deficit position in the unrestricted
portion of their net assets at June 30, 2002, are (in thousands):

Internal Service Funds:
General SEIVICES......covviieeceeeceeieece et $ 1,088
Fleet Operations.........cccccceeveveeercesee e $ 31,873

The Internal Service Funds deficits are mainly due to the significant
investment in capital assets required for these operations. The
deficitswill be covered by future charges for services. Management
may also seek rate increases to help reduce these deficits.
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NOTE 13. INTERFUND TRANSFERS

Transfers between funds occur when one fund collects revenue and transfers the assets to another fund for expenditure or when one fund provides
working capital to another fund. All transfers must be legally authorized by the Legidature through statute or an Appropriation Act. Interfund
transfers for the fiscal year ended June 30, 2002, are as follows (in thousands):

Transfersin:
Governmental Funds
Uniform Trans Centennial Trust Nonmajor
General School portation Highway Lands Governmental
Fund Fund Fund Fund Fund Funds
TransfersOut:
General FuNd........c.ccoeveeienenienns $ — $ 107,279 $ 28,052 $ 124,800 $ 13 $ 56,125
Uniform School Fund.................. 147,652 — — — — 41,671
Transportation Fund .................... 30,618 — — 53,495 — 2,241
Centennial Highway Fund........... — — 8,079 — — 85,306
Nonmajor Governmental Funds .. 1,755 19,000 — — — 13,524
Weater Loan Programs.................. 2,426 — — — — —
Nonmajor Enterprise Funds......... 34,942 — — — — —
Internal Service Funds................. 4,557 — — — — —
Private Purpose Trust Funds........ 1,579 — — — — —
Total Transfersin............... $ 223,529 $ 126,279 $ 36,131 $ 178,295 $ 13 $ 198,867
Continues Below
Enterprise Funds
Water Nonmajor Internal Total
Loan Enterprise Service Transfers
Programs Funds Funds Out
TransfersOut:
General FuNd.........ccoeveeneineenns $ 1,603 $ 9,407 $ 3,400 $ 330,679
Uniform School Fund.................. — — 65 189,388
Transportation Fund .................... — — 166 86,520
Centennial Highway Fund........... — — — 93,385
Nonmajor Governmental Funds .. — — — 34,279
Water Loan Programs.................. — — — 2,426
Nonmeajor Enterprise Funds......... — — — 34,942
Internal Service Funds................. — — — 4,557
Private Purpose Trust Funds........ — — — 1,579
Total Transfersin............... $ 1,603 $ 9,407 $ 3,631 $ 777,755

Transfers from major governmental funds to nonmgjor governmental funds are primarily for capital facility construction and debt service
expenditures. Transfers from the General Fund to enterprise funds are primarily mineral lease royalties used to make loans and grants to local
governments through the Community Impact Loan Fund. Transfers from enterprise funds to the General Fund are mostly liquor profits from the
Alcoholic Beverage Control Fund that are required by statute to be deposited in the General Fund. All other transfers are made to finance various
programs as authorized by the Legidature.

During fiscal year 2002, the Legislature authorized the following transfers to subsidize lower than expected revenues:

o $105.316 million from the Budgetary Reserve Account (General Fund) to the Uniform School Fund.

o $19.0 million from the Utah Sports Authority (nonmajor governmental fund) to the Uniform School Fund.

¢ $9.5 million from the Utah Sports Authority (nonmajor governmental fund) to the Capital Projects Fund (nonmajor governmental fund).

o $4.557 million from the Internal Service Funds to the General Fund.

e $1.579 million from the Wildland Fire Suppression Trust Fund (private purpose trust fund) to the General Fund.
In addition, the Legislature authorized payments to certain component units of the State. These amounts are reported as expenditures in both the
General Fund fund statements and the Governmental Activities column of the Statement of Activities. They are also reported as revenuesin the
Component Units column of the Statement of Activities:

o $633.956 million to the Colleges and Universities.

o $3.010 million to the Comprehensive Health Insurance Pool.

o $553 thousand to the Utah State Fairpark Corporation.
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NOTE 14.

A.

B.

SPECIAL AND UNUSUAL ITEMS
Special Items

As approved by the Legidature, the Salt Lake Olympic
Organizing Committee (SLOC) purchased the winter sports
park and equipment from the Utah Sports Authority (nonmajor
governmental fund) for $59 million, on July 14, 1999. SLOC
made a $1 million down payment at that time, and the balance
of $58 million was paid on February 25, 2002. SLOC aso paid
interest for the period between January 10, 2002, and February
25, 2002, which totaled $512 thousand. On March 15, 2002,
$29.772 million of the SLOC payment was redistributed to the
local cities and towns, which included interest on their
proportionate share. The current year sales proceeds and
interest, and the distribution to local cities and towns represent
flows of current financial resources and therefore are reported
on the governmental fund financia statements. However, under
the accrua basis of accounting, only the distribution of
proceeds to local cities and towns is reported in the
government-wide Statement of Activities since the sale
occurred in aprior year.

The Utah Technology Finance Corporation (nonmajor
component unit) transferred $6.092 million to the State of Utah
and $3.852 million of net assets of federal loan programsto an
unrelated non-profit corporation as part of the Corporation’s
liquidation proceedings.

Unusual Item

The Unemployment Compensation Fund (mgjor enterprise fund)
received a $62.553 million distribution of federal unemployment
taxes under the Federal Reed Act. This distribution was significantly
higher than those of prior years.

NOTE 15. LITIGATION, CONTINGENCIES, AND

COMMITMENTS
Litigation

The State is involved in various legal actions arising in the
ordinary course of business. The State is vigorously contesting
all of these matters, but as of this date it is not possible to
determine the outcome of these proceedings. In the opinion of
the Attorney General and management, the ultimate disposition
of these matters will not have a material adverse effect on the
State'sfinancial position.

Members of the Navgjo Nation alege the State of Utah has
mismanaged Navajo Nation Trust Fund monies. The plaintiffs
are seeking an accounting of the legitimacy of the fund’s
receipts and disbursements, and damages. If the State were
ultimately held liable, the estimated liability could be up to
approximately $50 million plusinterest and attorneys fees.

A suit filed by the United Mine Workers of Americaclaimsthe
State Legidature wrongfully reallocated revenue generated from
the Utah Enabling Act’s Miners Hospital Grant lands to the
University of Utah Medical Center. The plaintiffs seek a
judgment requiring pay back of the diverted proceedsinto atrust,
and requiring the trust to be used only on a hospital for miners.

If the State were ultimately held ligble, the liability could range
from $1 million to $25 million.

A suit wasfiled by alandowner aleging breach of contract by
the Utah State Armory Board and the Utah National Guard
related to the sale of property. The plaintiff seeks damages of
approximately $19 million plus attorney’s fees.

There are currently three separate suits or claims pending
seeking refunds of taxes paid. In the event of adverse rulings
on al of these issues including their certification as class-
action suits, the State estimates the liability could be as much
as $45 million.

In addition to the items mentioned above, the State is
contesting other legal actions totaling approximately
$8 million plus attorney fees and interest in some cases.

Contingencies

Financiad and compliance audits (Single Audit) of federa
grants, contracts, and agreements were conducted under the
provisions of the Federal Office of Management and Budget's
circulars. As aresult of the audits, identified questioned costs
areimmaterial. Other audit findings on noncompliance cannot
be estimated as to the potential liability. The Single Audit for
the fiscal year ended June 30, 2002, is in process and
management expects proposed disallowances to be immeaterial.

Management's estimated lighility for the Underground Petroleum
Storage Tank Fund (private purpose trust fund) is highly
sensitive to change based on the short period of historical data
and the uncertainties in estimating costs. Sinceit is not possible
to determine the occurrence date of a leak in an underground
storage tank, it is not possible to estimate the number or the
associated costs of leaks that have not been detected.

The Utah Department of Transportation (UDOT) plans on
seeking reimbursement from the Federa Highway
Administration (FHWA) for approximately $20 million per year
for fiscal years 2003 through 2007. The related costs were
incurred by the State as aresult of the I-15 reconstruction project
and were origindly paid using state funds. UDQOT has not
recorded an accounts receivable for these future reimbursement
requests because the requests are contingent upon sufficient
future federal funds and federal obligation authority becoming
available and future approval by the FHWA.

The Stateistotally self-insured against liability claims and up
to $2.5 million in property claims. According to an actuarial
study and other known factors, $42.665 million exists as either
incurred but unfiled or unpaid claims. This amount is reported
asaliability of the Administrative Services Risk Management
Fund (interna service fund).

The Utah School Bond Guaranty Act (Utah Code Annotated,
1953, as amended, Sections 53A—28-101 to 402), which took
effect on January 1, 1997, pledges the full faith, credit, and
unlimited taxing power of the State to guaranty full and timely
payment of the principal and interest on generd obligation bonds
issued by quaifying local school boards. The primary purpose of
the Guaranty Act is to reduce borrowing costs for local school
boards by providing credit enhancement for Guarantied Bonds.
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In the event a school board is unable to make the scheduled
debt service payments on its Guarantied Bonds, the State is
required to make such payments in a timely manner. For this
purpose, the State may use any available monies, may use
short-term borrowing from the State Permanent School Fund
(part of the permanent Trust Lands Fund), or may issue short-
term general obligation notes. The local school board remains
liable to the State for any such payments on Guarantied Bonds.
Reimbursements to the State may be obtained by intercepting
payment of state funds intended for the local school board. The
State may also compel the loca school board to levy a tax
sufficient to reimburse the State for any guaranty payments.

The State Superintendent of Public Instruction is charged with
monitoring the financial condition of local school boards and
reporting, at least annualy, its conclusions to the Governor, the
Legidature, and the State Treasurer. The State Superintendent
must report immediately any circumstances which suggest alocal
school board may not be able to pay its debt service obligations
when due. The State does not expect that it will be required to
advance monies for the payment of debt service on Guarantied
Bonds for any significant period of time.

Loca school boards have $1.139 hillion principal amount of
Guarantied Bonds outstanding at June 30, 2002. The State
cannot predict the amount of bonds that may be guarantied in
future years, but no limitation is currently imposed by the
Guaranty Act.

e  TheAttorney General of the State sued the tobacco industry for
medical costs related to smoking. The State of Utah has signed
on to amaster settlement agreement aong with 45 other states.
The major tobacco manufacturers and most smaller
manufacturers have joined the agreement. The State received
$32.552 million from tobacco companies in fiscal year 2002
and expects to receive approximately $31.9 million in fiscal
year 2003. Annual payments are expected to continue for the
next ten years but will be adjusted for factors such asinflation,
decreased sales volume, previoudly settled law suits, disputed
payments, and legal fees.

C. Commitments

e At June 30, 2002, the Genera Fund had loan commitments of
approximately $184 thousand.

e Utah Retirement Systems (pension trust funds) has at
December 31, 2001, committed to fund certain alternative
investment partnerships and real estate projects for an amount
of $1.102 hillion. Funding of $616 million has been provided,
leaving an unfunded commitment of $486 million as of
December 31, 2001.

e As of June 30, 2002, the Utah Housing Corporation
(component unit) has committed to purchase mortgages under
the Single-Family Mortgage Purchase Program in the amount
of $23.572 million.

e At June 30, 2002, the Enterprise Funds had loan and grant
commitments of approximately $111 million ($96 million in
loans, $15 million in grants).

e At June 30, 2002, the Utah Higher Education Assistance
Authority Student Loan Guarantee Program (Student Assistance
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Programs, enterprise fund) had guaranteed student loans
outstanding with an original principal amount of approximetely
$1.6 billion.

e At June 30, 2002, the Department of Transportation hed
congtruction and other contract commitments of $504.885 million,
of which $332.277 million is for Centenniad Highway Fund
(specid revenue fund) projects and $172.608 million is for
Trangportation Fund (specid revenue fund) projects These
commitments will be funded with bonded debt and future
appropriations.

NOTE 16. JOINT VENTURE

The Utah Communications Agency Network (UCAN) was created
by the State Legislature in 1997 as an independent agency. Its
purpose is to provide a single, coordinated public safety
communication system in an eight-county area in Northern Utah.
The fiscal year ending June 30, 2002, was UCAN'’s fourth year of
operations.

UCAN's governing board is made of ten representatives from local
governments and five representatives from state agencies. The
chairman of the board of UCAN is the Chief of the South Jordan
City Fire Department. The State has contracted to purchase
communication services from UCAN to meet the needs of law
enforcement officers in the Departments of Public Safety,
Corrections, Natural Resources, and other smaller state agencies.

In fiscal year 1998 the State provided startup capital of
$185 thousand. UCAN receives federa funds as a subrecipient of
grants awarded to the Department of Public Safety. UCAN also may
receive legal counsel from the Attorney Genera’s Office at no cost.
Contracts with state agencies are estimated to provide over
30 percent of UCAN's operating revenues.

UCAN has $16.087 million of certificates of participation debt
outstanding, which was issued to purchase and install microwave
towers and equipment. UCAN's debt is not alegal obligation of the
State; however, if UCAN cannot meet its debt service requirements,
state law allows the Governor to request an appropriation to restore
the debt service reserve fund to its required level or to meet any
principal or interest payment deficiency. The Legislature is not
required to make any such appropriation, but if made, UCAN must
repay the State within 18 months. To date, UCAN has never
requested any such funding from the State and has had sufficient
resources to cover its debt service and debt service reserve
requirements.

The State Auditor’s Office audits UCAN's financial statements.

Copies of those statements can be obtained from UCAN's
administrative office or from the State Auditor’s Office.

NOTE 17. PENSION PLANS

Eligible employees of the State are covered by one of the following
retirement plans:
A. Utah Retirement Systems

Utah Retirement Systems (URS) was established by Section 49 of
Utah Code Annotated, 1953, as amended. URS administers the
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pension systems and plans under the direction of the URS Board,
which consists of the State Treasurer and six members appointed
by the Governor. URS has a separate accounting system and
prepares a separately issued financial report covering all
retirement systems and deferred compensation plans administered
by it. URS maintains records and prepares separately issued
financial statements using fund accounting principles and the
accrua basis of accounting under which expenses, including
benefits and refunds, are recorded when the liability isincurred.
Revenues, including contributions, are recorded in the accounting
period in which they are earned and become measurable. URS
reports on a calendar yearend. The December 31, 2001, financial
report has been included in this Comprehensive Annual Financial
Report as a pension trust fund for the Public Employees
Retirement System (PERS) within the fiduciary funds. Copies of
the separately issued financial report that include financial
statements and required supplemental information may be
obtained by writing to Utah Retirement Systems, 560 East 200
South, Salt Lake City, Utah 84102, or by calling 1-800-365-8772.

The URS operations are comprised of the following groups of
systems and plans covering substantially all employees of the State,
public education, and other political subdivisions of the State:

e The Public Employees Contributory Retirement System
(Contributory System); the Public Employees Noncontributory

Retirement System (Noncontributory System); and the Fire-
fighters Retirement System, which are defined-benefit multiple-
employer, cost-sharing, public employee retirement systems;

o  ThePublic Sfety Retirement System, which is a defined-benefit
mixed cost-sharing and agent, multiple-employer retirement
System;

e The Judges Retirement System and the Governors and
Legislative Pension Plan, which are defined-benefit single-
employer public employee retirement systems; and

e The 401(k) and 457 Plans, which are deferred compensation
plans.

Retirement benefits are specified by Section 49 of Utah Code
Annotated, 1953, as amended. The retirement systems are defined-
benefit plans in which the benefits are based on age and/or years of
service and highest average salary. Various plan options within the
systems may be selected by retiring members. Some of the options
require actuarial reductions based on attained age, age of spouse,
and similar actuaria factors. A brief summary of eligibility for and
benefits of the systemsis provided in the following table:

Summary of Eligibility and Benefits

Contributory Noncontributory Public Safety Firefighters Judges
System System System System System
Highest Average Salary Highest 5 Years Highest 3 Years Highest 3 Years Highest 2 Years
Years of Service 30 years any age 30 years any age 20 years any age 25 years any age
Required and/or Age *20 years age 60 *25 years any age 10 years age 60 *20 years age 55
Eligible for Benefit *10 years age 62 *20 years age 60 4 years age 65 10 years age 62
4 years age 65 *10 years age 62 6 yearsage 70
4 years age 65
Benefit Percent per 1.10% to June 1967 2.00% per year 2.50% per year up to 20 years 5.00% first 10 years
Year of Service 1.25% July 1967 2.00% per year over 20 years 2.25% second 10 years
to June 1975 Benefit cannot exceed 1.00% over 20 years
2.00% July 1975 70% of final average Benefit cannot exceed
to present sdary 75% of final average

*With full actuarial reductions

Former governors a age 65 receive $1,060 per month per term.
Legidatorsreceive a benefit actuarialy reduced at age 62 with ten or
more years of service, or an unreduced benefit at age 65 with four or
more years of service a the rate of $23.60 per month per year of
service. Both the governors and legidators benefits are adjusted
based on the Consumer Price Index (CPI), limited to 4 percent of the
base benefit per year.

Death benefits for active and retired employees are in accordance
with retirement statutes. Upon termination of employment, members
of the systems may leave their retirement account intact for future
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benefits based on vesting qudification, or withdraw the accumulated
funds in their individual member account and forfeit service credits
and rights to future benefits upon which the contributions were based.

As a condition of participation in the systems, employers and/or
employees are required to contribute certain percentages of salaries
and wages as authorized by statute and specified by the Board.
Employee contributions may be paid in part or in whole by the
employer. Contributionsin some systems are al so augmented by fees,
insurance premium taxes, or legidative appropriations. Below is a
summary of system participants.
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Participants
December 31, 2001

Non- Public Fire- Governorsand
Contributory contributory Safety fighters Judges Legidative
System System System System System Pension Plan
Number of participating:

EMployers.......cccoveoneeneccnnne. 164 374 116 39 1 1
Members:

ACHVE ..o 3,760 81,385 6,905 1,498 105 92

Terminated vested............... 1,539 19,067 874 50 4 89
Retirees and beneficiaries:

Service benefits.................. 7,683 19,164 2,542 799 78 229

Disability benéfits.............. 165 — 47 68 — —

Employer contribution rates consist of (1) an amount for norma cost (the estimated amount necessary to finance benefits earned by the members during
the current service year) and (2) an amount for amortization of the unfunded actuarial accrued liability over aperiod representing the remainder of the
origind 30 year amortization period. These rates are determined using the entry age actuarial cost method with a supplemental present value.

The following table presents the State of Utah's actuarially determined employer contributions required and paid to URS. These amounts are equal
to the annual pension costs for each of the stated years and dl of these amounts were paid for each year. Accordingly, the net pension obligation
(NPO) at the end of each year was zero. For the Governors and Legislative Pension Plan, there has been no annual pension cost, required
contributions, or NPO because the plan was overfunded for each of these years. Implementation of GASB Statement 34 has resulted in
reclassification of some entities for the year ended June 30, 2002.

State of Utah’s Employer Contributions
Required and Paid
For Fiscal Years Ended June 30

Primary Gover nment:

Component Units:
Colleges and Universities:

Total Primary Government
and Component Units:

(Expressed in Thousands)

Non- Public Fire- Total

Contributory contributory Safety fighters Judges All
System System System System System Systems
$ 5777 $ 93,037 $25,921 $ 58 $ 928 $125,721
$ 4,902 $ 78,752 $19,772 $ 56 $1,615 $105,097
$ 4,943 $ 75,769 $19,717 $ 70 $1,572 $102,071
$ 5,005 $ 72,361 $17,075 $ 67 $1,868 $ 96,376
$ 5,082 $ 67,040 $16,106 $ 58 $1,899 $ 90,185
$ 1,904 $ 28,028 $ 399 $ — $ — $ 30,331
$ 2,398 $ 33,575 $ 442 $ — $ — $ 36,415
$ 2,469 $ 32,839 $ 445 $ — $ — $ 35,753
$ 2,457 $ 30,789 $ 356 $ — $ — $ 33,602
$ 2,478 $ 29,214 $ 34 $ — $ — $ 32,036
$ 43 $ 258 $ — $ — $ — $ 301
$ 50 $ 352 $ — $ — $ — $ 402
$ 143 $ 2416 $ — $ — $ — $ 2,559
$ 134 $ 2,158 $ — $ — $ — $ 2,292
$ 130 $ 1,989 $ — $ — $ — $ 2119
$ 7,724 $121,323 $26,320 $ 58 $ 928 $ 156,353
$ 7,350 $112,679 $20,214 $ 56 $1,615 $141,914
$ 7,555 $ 111,024 $20,162 $ 70 $1,572 $140,383
$ 7,596 $105,308 $17,431 $ 67 $1,868 $132,270
$ 7,690 $ 98,243 $16,450 $ 58 $1,899 $124,340
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The following schedule summarizes contribution ratesin effect as of December 31, 2001:

Contribution Rates as a Percent of Covered Payroll

System M ember Employer Other
Contributory ........ccccevevveveeenenne. 6.00% 4.19% —5.91% —
Noncontributory .........ccccceevennene — 8.20% — 10.40% —
Public Safety:

Contributory ..........cccceevnee. 10.50% — 13.74% 2.41% —18.21% —

Noncontributory ................ — 14.08% — 30.72% —
Firefighters:

Group Ao 6.77% — 8.28%

Group B....ccvevvveeiiiieniens 8.43% — 8.28%
JUAES.....coeeviiiceie e 5.55% 5.55% 18.93%

Governors and Legidative......... —

401(k) and 457 Deferred Compensation Plans

The 401(k) Plan and 457 Plan administered by URS, in which the
State participates, are deferred compensation plans. These plansare
available as supplementa plans to the basic retirement benefits of
the retirement systems for employees of employers which have
adopted the 401(k) and 457 Plans. Voluntary contributions may be
made into the plans subject to plan and Interna Revenue Code
limitations. Employer contributions may be made into the plans at
rates determined by the employers. There are 329 employers
participating in the 401(k) Plan and 153 employers participating in
the 457 Plan. There are 129,524 employees and retirees of those
employers who are members of the 401(k) Plan and 9,436 who are
members of the 457 Plan.

After termination of employment, benefits are paid out to
individuals in lump sum, or as periodic benefit payments, at the
option of the participant based on individual account balances. The
401(k) Plan and 457 Plan account balances are fully vested to the
participants at the time of deposit. Investments of the plans are
reported at fair value.

Employees of the State are digible to participate in the deferred
compensation 401(k) Plan. The State and participating employers
are required to contribute to employees who participate in the
noncontributory retirement plan. The State contributes 1.5 percent
of eligible employees saaries which amount vests immediately.
The amounts contributed to the 401(k) Plan during the year ended
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June 30, 2002, by employees and employers are as follows: for
Primary Government, $48.071 million and $15.230 million; for
Component Units — Colleges and Universities, $3.305 million and
$4.161 million; for Component Units — Other, $130 thousand and
$44 thousand; and the combined total for al is $51.506 million and
$19.435 million, respectively.

Pension Receivables and | nvestments

Investments are presented at fair value. The fair vaue of
investments is based on published prices and quotations from major
investment brokers at current exchange rates, as available. Many
factors are considered in arriving at that value. Corporate bonds are
valued based on yidlds currently available on comparable securities
of issuers with similar credit ratings. Mortgages have been valued
on an amortized cost basis which approximates fair value. The fair
vaue of real estate investments has been estimated based on
independent appraisals. For investments where no readily
ascertainable fair value exists, management, in consultation with
their investment advisors, have determined the fair vaue for the
individual investments. Approximately 11 percent of the net assets
held in trust for the pension benefits are invested in bonds of the
U.S. Government and its instrumentalities. The systems and plans
have no investments of any commercia or industrial organization
whose fair value equals 5 percent or more of the net assets available
for benefits. The principa components of the receivables and
investment categories are presented below.
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Pension Receivables and | nvestments
(Expressed in Thousands)

Non- Public Fire- Governors Total
Contributory contributory Safety fighters Judges and Legidative  401(k) 457 December 31,
System System System System System  Pension Plan Plan Plan 2001
Receivables:

Member Contributions........ $ 431 $ — 178 $ 241 $ — — 3 — — 3 850
Employer Contributions...... 410 19,494 1,773 1,806 147 — — — 23,630

Court Fees and Fire
Insurance Premium........... — — — — 23 — — — 23
Investments..........ccceveneene. 10,399 121,925 15,143 6,246 1,019 129 23,877 — 178,738
Total Receivables....... $ 11240 $ 141419 $ 17,094 $ 8293 $ 1189 $ 129 $ 23877 $ 0 $ 203241

Investments:
Bonds........cccoveiiieveiee $ 232529 $ 2,726567 $ 338651 $ 139692 $ 22777 $ 2881l $ 447932 $ 61242 $ 3,972,271
Equity Investments. 474,591 5,564,908 691,187 285,111 46,488 5,880 821,153 112,391 8,001,709
Venture Capitd ...... 45,497 533,487 66,262 27,333 4,457 564 — — 677,600
Red Edtate........... 72,280 847,524 105,267 43,422 7,080 896 — — 1,076,469
Mortgage Loans.................. 225 2,647 330 136 22 3 — — 3,363
Invested Securities

Lending Collateral ............ 105,414 1,236,060 153,526 63,328 10,326 1,306 28,099 4,012 1,602,071
Investment Contracts.......... — — — — — — 36,705 25,913 62,618
Total Investments....... $ 930,536 $10,911,193 $ 1,355,223 $ 559,022 $ 91,150 $ 11,530 $1,333,889 $ 203,558 $15,396,101

Actuarial M ethods and Assumptions

The latest actuarial valuation and study was dated January 1, 2001.
The actuaria accrued liability and schedule of funding progressis
presented by the retirement systems for the last ten years in their
separately presented financial reports based on the report generated
by that study conducted by Gabriel, Roeder, Smith & Company. The
actuarial value of assets for that date is based on a smoothed
expected investment income rate of 8 percent. Investment income
in excess or shortfall of the expected 8 percent return on fair value
is smoothed over a five-year period with 20 percent of a year's

excess or shortfall being recognized each year, beginning with the
current year. All systems use the entry age actuarial cost method and
the level percent of payroll amortization method. The remaining
amortization period for al systemsis open group, 20 years, closed
period. An inflation rate of 3 percent is used for all systems. Post
retirement cost of living adjustments are non-compounding and are
based on the original benefit. The adjustments are aso limited to the
actual CPI increase for the year with any unusual CPI increase not
met carried forward to subsequent years. Below is the Schedul e of
Funding Progress.

(Table presented on next page)
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Schedules of Funding Progress
By Valuation Date
(Expressed in Thousands)

Governors
Contributory Noncontributory Public Safety  Firefighters Judges and L egidative
System System System System System Pension Plan
Actuarial Value of Assets:
January 1, 2000.......c..cccerernnne. $ 878,190 $ 9,237,447 $ 1,146,331 $483,374 $ 78,130 $ 10,946
January 1, 2001.......c.cccoveernnne. $ 924,573 $ 10,361,333 $ 1,286,996 $536,503 $ 87,139 $ 11,569
December 31, 2001 ................. $ 945,723 $ 11,086,134 $ 1,376,466 $569,151 $ 92,649 $ 11,710
Actuarial Accrued
Liability (AAL):
January 1, 2000.......c..ccoereennee. $ 894,484 $ 9,006,308 $ 1,105,166 $419,157 $ 68,134 $ 8,253
January 1, 2001.......ccccovrernenee. $ 935,799 $ 9,933,514 $ 1,206,876 $ 455,456 $ 73,962 $ 7,908
December 31, 2001 ................. $ 962,035 $ 10,728,754 $ 1,305,903 $491,331 $ 79,932 $ 7,839
Unfunded Actuarial Accrued
Liability (UAAL):
January 1, 2000.......c..ccceeernne. $ 16,294 $ (231,139) $ (41,165) $ (64,217) $ (9,996) $ (2,693)
January 1, 2001.......cccoovrernnne. $ 11,226 $ (427819) $ (80,120) $ (81,047) $ (13,177) $ (3,661)
December 31, 2001 ................. $ 16,312 $ (357,380) $ (70,563) $ (77,820) $ (12,717) $ (3,871)
Funding Ratios:
January 1, 2000.......ccccceerueeneene 98.2% 102.6% 103.7% 115.3% 114.7% 132.6%
January 1, 2001.......cccccvveenene 98.8% 104.3% 106.6% 117.8% 117.8% 146.3%
December 31, 2001 ................. 98.3% 103.3% 105.4% 115.8% 115.9% 149.4%
Annual Covered Payroll:
January 1, 2000.........cccceevruenene $ 137,561 $ 2,499,087 $ 226,057 $ 57,561 $ 10,104 $ 468
January 1, 2001 .........cceevruennne $ 141,067 $ 2,659,200 $ 247,985 $ 63,274 $ 10,397 $ 464
December 31, 2001................. $ 142,882 $ 2,832,060 $ 260,783 $ 67,192 $ 10,927 $ 556
UAAL asa Percent of
Covered Payroll:
January 1, 2000 .........ccc.ervunen. 11.8% (9.2)% (18.2)% (111.6)% (98.9)% (575.4)%
January 1, 2001 ........cooueerenen. 8.0% (16.1)% (32.3)% (128.1)% (126.7)% (789.0)%
December 31, 2001 ................. 11.4% (12.6)% (27.1)% (115.8)% (116.4)% (696.2)%
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B. TeachersInsurance and Annuity Association

The Teachers Insurance and Annuity Association and/or College
Retirement Equities Fund (TIAA—-CREF), privately administered
defined-contribution retirement plans, provide individua retirement
fund contracts for each eligible participating employee. Eligible
employees are mainly state college/university faculty and employees
of the Student Assistance Programs. Benefits to retired employees
are generally based on the value of theindividua contracts and the

estimated life expectancy of the employee at retirement and are fully
vested from the date of employment. The total current year required
contribution and the amount paid is 14.2 percent of the employee's
annual salary. Most of the employers contribute both the employer
and the employee share of 7.1 percent. The State has no further
liability once annual contributions are made.

The following table presents the State of Utah’s actual employer
contributions to the TIAA—CREF retirement system:

State of Utah’s Employer Contributions
For the Years Ended June 30, 2001 and 2002
(Expressed in Thousands)

Primary Government.............coceceu...

Component Units:

College and University................

NOTE 18. POSTEMPLOYMENT BENEFITS

At the option of theindividual state departments, employees may be
offered participation in a post-retirement benefits program, as set
forth in Section 67—19-14(2) of the Utah Code. In order to qudify,
the employee must be eligible to receive retirement benefits. Upon
retirement most employees, including those age 65 and over, may be
paid for 25 percent of unused accumulated sick leave at the
employee's current rate of pay. In addition, the employee may
receive health and life insurance coverage up to age 65, but not to
exceed five years. If the employee has not reached age 65 after the
five-year limitation is reached, they may exchange one sick leave
day in excess of 60 days, after the 25 percent payout, for one month
of paid health and life insurance coverage, or after age 65 spouse
health insurance to age 65, or Medicare supplemental insurance for
the employee or spouse. As of June 30, 2002, there were 1,492
individuals on the program. The insurance coverage is paid 100
percent by the State for individuals retiring before July 1, 2000.
Individuals retiring thereafter are required to pay between 2 and 7
percent of the cost depending on the coverage selected.

The State has recorded an estimated liability for current employees
who will eventually retire in addition to an estimated liability for
employees who have already retired. The estimated 25 percent sick
leave payouts a retirement are included in the liability for
compensated absences. The postempl oyment benefits liability consists
of the estimated liability for heelth and lifeinsurance benefits. Charges
to agency budgets are made on an ongoing basis to fund the current
payments for these benefits and compensated absences. For the year
ended June 30, 2002, the cumulative postemployment benefits liability
was $213.633 million, and $43.977 million in postemployment
benefits expenditures were recogni zed. In accordance with state law,
accrued tax revenues are designated a yearend to fund
postemployment benefits, compensated absences, and other liabilities.
At June 30, 2002, net designated accrued taxes were $301.519 million.
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Contribution

Contribution

Required Required
and Paid and Paid
2001 2002
$ 611 $ 572

83,880 91,708
$ 84,491 $ 92,280

A liability is also reported in the Pension Trust Funds of $1.565
million which will beliquidated by assets of Utah Retirement Systems.

All employers who participate in the State Retirement Systems are
eligibleto participate in the Public Employees Long-Term Disability
Program per Section 49-21-201 of the Utah Code. Employees of
those state agencies who participate in the program and meet long-
term disability eligibility receive benefits for the duration of their
disability up to the time they are eligible for retirement or until age
65. Benefits begin after a three month waiting period and are paid
100 percent by the program. As of June 30, 2002, there are 315 state
employees receiving benefits. The program is funded by paying
premiums to the Employees Group Insurance Fund (internal service
fund), where assets are set aside for future payments. For the year
ended June 30, 2002, the State paid $4.351 million in premiums and
the program has $37.686 million in assets.

The colleges and universities offer early retirement incentives, as
approved by their boards of trustees, which may provide hedlth,
dental, and life insurance; incentive pay or stipends; or long-term
disability. Eligibility requirements differ, depending on the college or
university. In general, the employee must be at least 5260 years of
age with aminimum of 15-16 years of service. Some of the colleges
and universities aso require that the sum of the employee’s age and
years of service be at least 75. The employee may receive these
benefits up to age 65 but not to exceed 5-7 years. The ranges for
incentive and stipend pay are from 14.28 percent to 30 percent of the
employee's salary upon retirement. The benefits are funded on a pay-
as-you-go basis. As of June 30, 2002, there are 506 individuals
participating in the programs, and $10.774 million was expended
during the year. The total liability for postemployment benefits and
compensated absences for the college and universities at June 30,
2002, was $66.723 million. The postemployment benefits portion of
the cumulative liability was $19.210 million.
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NOTE 19. RISK MANAGEMENT AND INSURANCE

It isthe policy of the State of Utah to periodically assess the proper
combination of commercial insurance and self-insurance to cover
the risk of losses to which it may be exposed. Thisis accomplished
by the State through the Risk Management and Employees Group
Insurance Funds (internal service funds). The State is the
predominant participant in these pools. The Risk Management Fund
manages the general property and liability risk of the State, and the
Employees Group Insurance Fund manages the health insurance
programs of the State. The University of Utah and Utah State
University (component units) each maintain self-insurance funds to
manage health care. The University of Utah also maintains self-
insurance funds to manage auto/physica damage, and medica
mal practice liabilities.

The State has determined that the risk funds can economically and
effectively manage the State's risks internally and have set aside
assets for claim settlement. The risks are covered through reserves
and commercial insurance for excessive losses. The State has not
had any losses or settlements that exceeded the commercia excess
insurance coverage for any of the last three years. The risk funds
service dl claims for risk of loss to which the State is exposed,
including general liability, property and casualty, group medical and
dental, and some environmental claims. They aso service the
general risk claims for many local school districts and local health
departments within the State. All funds, agencies, and public
authorities of the State may participate in the State's Risk
Management and Employees Group Insurance Funds. The risk
funds alocate the cost of providing claims servicing, claims
payment, and commercial insurance by charging a “premium” to
each agency, public authority, or employee, based on each
organization’s estimated current year liability and property values.

The liability is determined using an independent actuarial study
based on past, current, and estimated |0ss experiences.

Risk Management and Employees Group Insurance Fund claims
liabilities are reported when it is probabl e that aloss has occurred and
the amount of that loss can be reasonably estimated and include an
amount for claims that have been incurred but not reported. Because
actud claims liabilities are affected by complex factors including
inflation, changes in legal doctrines and insurance benefits, and
unanticipated damage awards, the process used in computing claims
liabilities does not necessarily result in exact amounts. Claims
liabilities are recomputed periodically by actuaries to take into
consideration recently settled claims, the frequency of claims, and
other economic and socid factors. Inflation is included in this
caculation because reliance is based on historical data that reflects
past inflation and other appropriate modifiers. Risk Management
claims liabilities are reported at an 80 percent statistical confidence
level. Employees Group Insurance Fund long-term disability benefit
reserves are reported using a discount rate of 7 percent.

The State covers its workers compensation risk by purchasing
insurance from Workers' Compensation Fund (arelaed organization).
The University of Utah and Utah State University report claims
liabilities if it is probable that a liability has been incurred as of the
date of the financial statements and the amount of the loss can be
reasonably estimated. The University of Utah and the University
Hospital have a“cdams made’ umbrellamal practice insurance policy
in an amount considered adequate by its respective administrations for
catastrophic malpractice liabilities in excess of the trusts fund
balances. Amounts for the current year areincluded below.

The following table presents the changes in claims liabilities
balances (short-and long-term combined) during fiscal years ended
June 30, 2001, and June 30, 2002:

Changesin Claims Liabilities
(Expressed in Thousands)

Current Year
Claims and
Beginning Changesin Claims Ending
Balance Estimates Payments Balance
Risk Management:
2001 ..o $ 36,860 $ 14914 $ (7,447) $ 44,327
2002 ...t $ 44,327 $ 16,730 $ (14,243) $ 46,814
Employees Group Insurance:
2001 ...ttt $ 68,124 $249,214 $(242,939) $ 74,399
2002 ...t $ 74,399 $292,401 $(286,905) $ 79,895
College and University Self-1nsurance:
2001 ... $ 20,844 $ 89,613 $ (91,059) $ 19,398
2002 ...ttt $ 19,398 $100,036 $ (91,576) $ 27,858
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NOTE 20. @ SEGMENT INFORMATION

The Student Loan Program issues revenue bonds with the objective
of providing funds to student borrowers and to lending institutions
to assist students in obtaining a post-secondary education. The
Program has issued revenue bonds under the authority of two

Genera Indentures. The General Indentures are accounted for in a
single enterprise fund, but investors in the various revenue bonds
rely solely on the revenue generated by the individual activities for
repayment. Summary financial information for each indenture is
presented below (in thousands):

1988 1993
Revenue Revenue
Bond Fund Bond Fund Total
Condensed Statement of Net Assets
Assets
Current ASSELS.......covveeeeeenirerieeeeeneseeas $ 156,330 $ 241,845 $ 398,175
Capital ASSELS .....oveereererreeseeeereens 61 — 61
Other Noncurrent ASSEtS.......cccevveernenee. 345,227 625,562 970,789
Total ASSELS....ccveveeeeeeerrieieen e 501,618 867,407 1,369,025
Liabilities
Current Liahilities.........oveveenenerinienenen. 34,849 7,102 41,951
Noncurrent Liabilities..........cocoveeerenenne 392,731 827,463 1,220,194
Total Liahilities.....cccoovevvireeninririenes 427,580 834,565 1,262,145
Net Assets
RESINCLEd ... 74,038 32,842 106,880
Total Net ASSELS......cceeireririeecniieas $ 74,038 $ 32842 $ 106,880
Condensed Statement of Revenues,
Expenses, and Changesin Net Assets
Operating Revenues:
Interest on Student Loans................... $ 19,356 $ 34441 $ 53,797
Federal Allowances...........ccccevevrenuenee. 5,929 3,695 9,624
Other ...t 461 705 1,166
Total Operating Revenue................. 25,746 38,841 64,587
Operating Expenses:
General EXpense.......ccccoeveerenenennennns 18,972 31,925 50,897
DEPreciation.........ccveeeereereeeneerenennenes 406 — 406
Total Operating EXpenses.............. 19,378 31,925 51,303
Operating INCOMe.........ecvrverrnne 6,368 6,916 13,284
Non Operating Investment
INCOME ..o 2,710 4,825 7,535
Changein Net Asst............ 9,078 11,741 20,819
Net Assets— Beginning....... 64,960 21,101 86,061
Net Assets— Ending............ $ 74,038 $ 32842 $ 106,880
Condensed Statement of Cash Flows
Net Cash Provided (used) by:
Operating ACtiVities........ccoovreeenerenne $ 49,809 $ (97,408) $ (47,599)
Noncapital Financing Activities (17,383) 168,904 151,521
Capital and Related Financing Activities (59 — (59
Investing ACtivities........ccccooeeeeerenennene (31,528) (72,011) (103,539)
Net Increase (Decrease) .........oveue... 839 (515) 324
Beginning Cash and Cash Equivalents... 4,393 4,122 8,515
Ending Cash and Cash Equivalents........ $ 5,232 $ 3,607 $ 8,839
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NOTE 21. SUBSEQUENT EVENTS

On July 15, 2002, the State issued $253.1 million of general
obligation refunding bonds Series 2002 B. Proceeds of the bonds
together with other funds were deposited into an irrevocable trust
escrow account to advance refund portions of previoudly issued
general obligation bondsin the following amounts: $77.675 million
of Series 1997 E bonds; $100.675 million of Series 1997 F bonds;
and $85.325 million of Series 1998 A bonds.

The Student Loan Purchase Program issued additiona Student Loan
Revenue Bonds under the authority of the 1993 Revenue Bonds
Genera Indenture, Tenth Supplementa Indenture in the amount of
$35.85 million dated September 1, 2002. The bonds are specia
obligation bonds of the Board and are secured, as provided by the
indenture, by all assets of the 1993 Revenue Bond Fund and the
revenues and receipts derived from such assets.

Subsequent to June 30, 2002, the Utah Housing Corporation (major
component unit) issued $19.0 million Single-Family Mortgage
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Purchase Veariable Rate Bonds, Series D, maturing on July 1, 2004,
through 2010 and January 1, and July 1, 2033, interest at avariable
rate adjusted weekly, and issued $6.0 million Single-Family
Mortgage Purchase Fixed Rate Bonds, 2002 Series D, maturing on
July 1, 2018 and 2023, at interest rates of 5 percent to 5.35 percent.

In July 2002, Utah State University (major component unit) issued
$23.735 million Refunding and Research Revenue Bonds Series
2002 A. The bond proceeds will be used to acquire, construct,
furnish and equip three research facilities including related office
space. A portion of the fundsis also being used to advance refund
$3.515 million of outstanding Research and Refunding Revenue
Bonds, Series 1995 A, which mature on December 1 of 2006
through 2010. Interest rates on the bonds range from 2.50 percent
to 5.25 percent with interest and principal payments from December
2002 through 2017.
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